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Dear Boss: 


Everyone knows who | am, now! 





I’m the lucky girl Who Got The New 
Royal Typewriter! And if the other gals 
turn the new spring shades of green— 
you can’t blame ’em! 

All through the war we’ve had our 
hearts set on beautiful new Royals in- 
stead of these worn-out machines we’ve 
had to tangle with for so long. 

But one thing, Boss—from the looks 
I’ve been getting lately, you’d better give 
the others the same break you’ve given 
me. After all—we all aim to please, and 
a Royal gives a gal a real chance to do 
faster and better work, almost auto- 
matically. 

In fact, we can’t help but please you 
with all of Royal’s swell modern con- 
veniences in there pitching! 

Here—just have a look at them— 





“Magic” Margin saves so much time! You 
just slide the carriage to where you want it 
—flick your finger—and the margin is set! 
No more battling stubborn margin stops. 





There's a special feel about a Royal! It’s 
partly because of ‘Touch Control’’—the 
wonder-working dial that adjusts tension of 
keys to your own personal touch. And it’s 
partly because Royal construction brings 
smoothness and ease of typing. 





No wonder you get better work—with 
Royal’s Automatic Paper Lock to help. 
Rollers strike the paper below their final 
resting place, then roll upward, smoothing 
paper, holding it firmly against the cylinder. 
Result: better impressions, finer copies, and 
quieter operation! (Of course, Royal is al- 
ready famous for its clear stencils.) 


ROYAL 266 ser Ge 











survey proves that girls who type prefer Royals 2 to I! 
Bosses like Royal because it’s the sturdiest typewriter 
engineering science has produced! Saves maintenance 
money—boosts efficiency! Better call that Royal rep- 
resentative, Boss! 


“Magic” and ‘Touch Control” are registered 
trade-marks of Royal Typewriter Company, Inc. 
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THIN PADERS 


They are strong and durable, yet 
have minimum bulk. Their light- 
ness and strength combined, allow 
us tomake numerous clean,clear 
carbon copies. We use them now 
for Thin Letterheads on all our 
Branch Office, Foreign and Air 
Mail correspondence. We also 
use the distinctive colors for 
our office records and factory 


forms. 





Fidelity Onion Skin 
OITEEV cole) oh am Ob attests) aba 


Superior Manifold 


SEND FOR SAMPLES 


ESLEECK 


WE Vatebe-Voigbbob elem Oley iit ol- babes 
Turners Falls, Mass. 
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Introducing This Month’s Authors 








Holder of an A.B. degree from Ford- 
ham University and an M.S. from Colum- 
bia University, Cornelius M. Ahearn 
(“Timely Financial Reports,” page 439) 
is now assistant controller of The Colo- 
rado Fuel and Iron Corporaton, New 
York, a position he has held since its re- 
cent merger with Wickwire Spencer Steel 
Company, where he formerly served as 


comptroller. 
Mr. Ahearn’s business experience has 
covered the three 
fields of account- 


ing: instruction, 
certified public 
accounting, and 
industrial ac- 
counting. He has 
been an account- 
ing instructor at 
Fordham Uni- 
versity, City Col- 
lege of New 
=" York, and New 
York University, 
and during the past year conducted a 
course in controllership practice for the 
Graduate School of Business Adminis- 
tration, New York University. Although 
this course was more or less experimental, 
its success and its continuation beyond 
the first year seems well assured. 





MR. AHEARN 


Nationally known as an author and 
speaker on business and financial subjects, 
Clinton Davidson (‘Preparing for the 
Uncertain Future,” page 441) is presi- 
dent of Management Planning, Inc., 
which serves about ninety corporations in 
thirty different industries on Washington 
relations and all phases of corporate fi- 
nance. He is also 
the founder of 
Fiduciary Coun- 
sel, Inc., which 
currently super- 
vises securities 
valued at one- 
half billion dol- 
lars for eighty- 
five prominent 
families. Author 
of four books 
on taxation and 
investment man- 
agement, Mr. Davidson has been out- 
standingly successful in handling numer- 
ous complicated financial transactions, 
both in this country and in Europe, hav- 
ing conducted the negotiations on the re- 
cent sale of the Crosley Corporation to 
the Aviation Corporation. 

During the past years he has often ap- 
peared before the Ways and Means Com- 
mittee of the House, and the Finance 
Committee of the Senate, making recom- 


MR. DAVIDSON 





mendations regarding improvements in 
the tax law. He originated the relief plan 
under the Excess Profits Tax Law for 
growing companies, which is now Section 
713-F of the Internal Revenue Code. He 
was the first to present to the Ways and 
Means Committee testimony and plans 
which resulted in permitting individuals 
to deduct from their taxable income, ex- 
penses incurred in managing their invest- 
ments and he was also the first to present 
to that Committee and to the Senate Fi- 
nance Committee testimony and plans 
which resulted in the well-known postwar 
refund for corporations. 


Following a term of service during 
World War I in the Army Air Corps, 
during which he spent seven months on 
the western front, Mr. Evens returned to 
civilian status after the war and served 
with Ernst and Ernst for approximately 
seven years, specializing in costs, budgets 
and system work. Late in 1928, he became 
controller of American Gas Machine 
Company, Albert Lea, Minnesota. Later 
he became treasurer of the company and 
subsequently added the responsibilities of 
executive vice-president. 

Late in 1939, 
he joined the 
government’s 
staff of flying in- 
structors, teach- 
ing primary and 
basic courses for 
eighteen months, 
before he again 
returned to busi- 
ness as treasurer 
and controller 
of Eureka Vac- 
uum Cleaner 
Company, of Detroit. During the war 
years he was active as an officer in the 
Civilian Air Patrol and devoted practi- 
cally all of his spare time toward the 
flight training and rehabilitating of for- 
mer pilots who, through various causes, 
had lost their ratings. On May 1, 1942, 
Mr. Evens assumed his present position 
as treasurer of Evans Products Company, 
of Detroit. 





MR. EVENS 


Ralph B. 
Knott (‘‘Re- 
sponsibility Ac- 
counting,” page 
436) is associ- 
ated with the Pa- 
cific Coast office 
of McKinsey & 
Company, man- 
agement con- 
sultants, as a 
specialist in man- 





MR. KNOTT 


agement controls. A native of Boston, he 
attended Bowdoin College and received 
early training as an accountant and cog 
accountant with the Eastern Corporation 
where he became assistant controller. He 
then became controller for Raytheon 
Production Corporation, and just Prior to 
joining McKinsey & Company was con. 
troller of The International Minerals and 
Chemicals Corporation. Mr. Knott is q 
member of the Controllers Institute of 
America. 


Although Charles R. Simmons (“The 
Controller’s Stake in Item Identification,” 
page 445) played with various aspects of 
item identification for twenty years in 
business and professional capacities, the 
urgent need for adequate item identifica. 
tion was brought to his attention in 1942 
when he directed the design for installa- 
tion of army procedures under the con- 
trolled materials plan. In that connection, 
our pages carried an article by him on 
“Industrial Accounting Under the Con- 
trolled Materials Plan” in February, 1943, 

That work led to his direction of a 
study of some of the aspects of item iden- 
tification in the Ordnance Department. In 
the fall of 1943, he directed a comprehen- 
sive study of the entire problem of item 
identification in the Army Service Forces, 
together with collateral investigations into 
the methods used by the Navy, other gov- 
ernment agencies, and selected business 
organizations. While this project was un- 
der way, he directed other projects for 
Griffenhagen and Associates covering the 
actual cataloging of general supply items 
for the Corps of 
Engineers and 
for the Trans- 
portation Corps. 

He is now 
engaged in di- 
recting a project 
on item ident- 
fication and cat- 
aloging for one 
of the largest 
oil companies. 

A native of 
Milwaukee and 
a graduate of Armour (now Illinois In- 
stitute of Technology), Mr. Simmons 
served as a first lieutenant in World War 
I, with twenty months in Europe. Upon 
his return he was active in industrial et- 
gineering and did pioneering work in 
budgetary control. Several subsequent 
years were spent first as controller, and 
later as secretary-treasurer of Nachman 
Springfilled Corporation. In 1933 Mr. 
Simmons returned to the professional 
field as a management consultant, being 
a partner in Griffenhagen and Associates. 
Active in civic affairs in Chicago for 
more than twenty years, he has given con- 
siderable outside time to the study of 
semantics, the science of ‘meanings. 

—PauL HAASE 
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Editorial Comment 


Delayed Bills Surprise C ontracting Company 


MEMBER of the Controllers Institute of America 

has brought to the attention of its officers a recent 
action by the Maritime Commission which is disturb- 
ing. The Commission recently sent to the company of 
which this member is controller, a total of 107 bills for 
work which it claims was done by various shipyards on 
articles which this company completed and sold to the 
Commission. 

The Commission in sending these bills stated that 
during the war its entire attention was devoted to get- 
ting production, and that the presentation of these bills 
was put aside. 

The bills which the company in question received 
covered work in correcting alleged defects, repairs of 
damage, and the like. No evidence to substantiate the 
bills is available, particularly as to the condition of the 
items on which work allegedly was done. The intima- 
tion was given that other governmental departments 
were to adopt the same procedure. 

This development was reported by the Institute to 
about twenty controllers of companies which sold 
large quantities of completed items to the government, 
with a request for’ information as to whether they had 
been similarly billed, or encountered the same situa- 
tion. The replies were all to the effect that they had 
not, but great concern was expressed by all who re- 
plied. 

Many of those who replied stated that when the 
government agents who were in the plants accepted 
the products as being free of defective material and 
workmanship, that ended the matter and relieved the 
company of further responsibility. Much work was done 
under cost-plus-fixed-fee contracts, and if any reopera- 
tion or correction of defects developed the expenses of 
this work were reimbursable items in accordance with 
the contract. 

One controller characterized the action of the Mari- 
time Commission as outrageous. 

Another controller recommended that the company 
in question review its supply contracts to determine 
whether the government was authorized to have defec- 
tive or damaged material repaired at the company’s 
expense without first notifying the company. The com- 
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pany should also note, it was suggested, whether the 
government's acceptance at the plant does not limit the 
company’s responsibility for repairs. Further, if the 
company was renegotiated during the war, it could tell 
the Maritime Commission that the claims are not timely 
inasmuch as these claims would have been allowable 
items of cost for renegotiation purposes if they had been 
known at the time of renegotiation. 

The government must adhere to the contractural 
provisions in regard to the correction of defects or of 
damages, this controller further pointed out. He ad- 
vised that the company refuse to yield voluntarily on 
this point. It should require a complete description of 
the alleged defects to determine whether it was the 
company’s responsibility or whether the equipment 
was damaged during installation. 

Another angle brought out was that if the company 
goes beyond its contracts the Bureau of Internal Rev- 
enue might disallow the extra costs on the grounds 
that they were gifts. 

Another controller wrote: “The only unusual in- 
stance we have run across occurred within the last 
month, in connection with a Maritime Commission 
contract. In this instance we were a subcontractor, and 
our contract obligations were completed during the 
war years. We have now received directly from the 
Maritime Commission a request that we prepare a 
statement on Form 6158, ‘Subcontractor’s Report of 
Profit, as prescribed by section 505(b) of the Mer- 
chant Marine Act relative to reporting and paying to 
the Maritime Commission profits in excess of ten per 
cent. of the total price of a subcontract. 

“However, Section 402 of the Second Revenue Act 
of 1940 suspended the provisions of section 505 (b) of 
the Merchant Marine Act as to all subcontracts entered 
into in any taxable year to which sub-chapter E of chap- 
ter 2 of the Internal Revenue Code, imposing the Ex- 
cess Profits Tax, is applicable. We have not yet pre 
pared a reply to this request, as there are several factors 
which will influence our final decision, principally the 
adverse effect a refusal might have on the Maritime 
Commission’s audit of the prime contractor.” : 

The outcome of the case which was reported orig 
nally will be awaited with interest. 
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Controllership Foundation Begins O perations 


NTROLLERS and business executives generally 

will be interested in the announcement which ap- 
pears in this issue that the Controllership Foundation, 
Inc. has chosen as the subject of its first study, the de- 
gree of acceptance by the public of facts and figures of 
business accounting. 

This announcement is doubly interesting, first be- 
cause it indicates that the Foundation has, after many 
months of preparation and study by its Board of Trus- 
tees mapped out its initial undertaking; and second be- 
cause of the subject selected for the first survey. 

Formation of the Foundation in December, 1944 was 
followed by selection of its Board of Trustees and elec- 
tion of officers, Mr. Daniel J. Hennessy being their 
choice for President. The Trustees decided to make 
haste slowly. They had before them the problem of 
raising funds for the work planned by the Foundation, 
also the selection of the first undertaking from among 
a great many subjects which had been suggested by 
controllers, for study. 

Once the subject was selected, the question arose as 
to what agency is best equipped to handle it. The Trus- 
tees decided unanimously that the Opinion Research 
Corporation could do the best job on that particular 
subject, and arrangements were entered into with that 
otganization, under a grant from the Foundation. 

The subject selected for the survey is timely and in- 
triguing. Something authentic with respect to the pub- 
lic’s views concerning reports of corporations and their 
profits should have a profound effect on the thinking 
of the man in the street, on this subject. 

The comments by Dr. Claude Robinson, president of 
Opinion Research Corporation, concerning the far 
reaching implications and the many phases of the sub- 
ject selected for study, as set forth in the announcement 
of the first study, indicate the possibilities for the mak- 
ing of a constructive contribution to the solution of 
this problem. 

Creation of the Controllership Foundation repre- 
sents one of the forward steps taken by the Controllers 
Institute of America in recent years. The outcome of 
this first study will be awaited with interest. The Foun- 
dation does not plan to create a staff of economists, 
statisticians and others, but will place each survey 
which it undertakes in the hands of men or organiza- 
tions which it deems best qualified to make it. 

Pethaps this first study will help to clarify the aver- 
age man’s conception of profits that business is mak- 
ing, which Dr. Robinson says now is nothing short of 
fantastic, 


It's the Meanin & That Counts 


- controllers making themselves clear to their au- 
diences in their financial reports? If not, how can 
they do so? These are questions which controllers are 
turning over in their minds these days in their efforts to 
make themselves understood. 


The Controller, August, 1946 





435 


The situation seems to resolve itself into a question 
of audiences. A recent article by Don Knowlton in 
“Trusts and Estates” throws light on the subject. It is 
entitled “The Semantics of Financial Reports.” 

The phrases used by controllers in financial reports 
have definite meanings, to them, to bankers, and to offi- 
cers and directors of business concerns. But should they 
be used in reports which are intended for the eyes of 
others not so well equipped in understanding? Mr. 
Knowlton believes not. He does not suggest however 
that they be scrapped, so far as reports are concerned 
which are intended for consumption by those having 
knowledge of accounting terms. He does believe that 
the terms which have such definite meanings to con- 
trollers and business men should be simplified in re- 
ports intended for persons without a knowledge of ac- 
counting terminology, the untutored laymen. 

This seems to go to the heart of the problem of how 
to inform the general public how companies in which 
they are interested are faring. It is pointed out that the 
average lawyer does not use Latin phrases in his ordi- 
nary conversation with laymen; nor does a chemist use 
his trade phrases and symbols. Why then should a con- 
troller use phrases and terms in a report intended for 
the general public, whose implications are not known? 

Here then is the problem for the controller. He must 
have his audience in mind, and perhaps prepare two 
reports, one for his company, bankers, and others who 
are familiar with accounting phrases; and another for 
the general public. Confusion and misunderstanding 
may thus be avoided. 

If he uses the word “surplus” his company’s officers 
and directors will know what it means, being perhaps 
in the form of physical assets, such as inventory or 
equipment; but to the layman it will probably mean 
only cash, put away some place, over and above the 
company’s immediate or possible needs. And the union 
will think it might be used to increase wages, because 
it does not know the real meaning of the word. 

It is good to know that this problem is being ex- 
plored on so many sides. 


One Controller on Excess Profits Tax Council 


A MEMBER of the Controllers Institute of America, 
Peter Guy Evans, has been appointed to the new 
Excess Profits Tax Council. This is good news. The 
Council, and American business, are to be congratu- 
lated. 

Controllers have been studying the makeup of the 
new Council carefully. They find among the fifteen 
appointees many attorneys—even Mr. Evans is an at- 
torney—many public accountants, many government 
bureau men, two economists. The controllers are phil- 
osophical about it. At least it is an effort to correct a 
bad situation. They can continue to hope that a close 
approximation to the intent of Congress in enacting 
Section 722 may be attained. —A.R. T. 









How big must a company be before 
“Responsibility Accounting” becomes a 
profitable medium of control. It can be 
used to advantage by any company 
which is large enough to require more 
than one top-management executive to 
direct the business effectively. 

In fact, “Responsibility Accounting” 
—the method by which the accounting 
procedures are tied in directly with the 
unit responsibility of executives and 
supervisors—bids well to become an 
important factor in upholding the con- 
trollers’ future prestige and authority. 
And it can serve production and sales 
executives well by providing them with 
information necessary for effective low 
cost production and distribution. 


NATURE OF RESPONSIBILITY 


The purpose of accounting, of 
course, is to reflect the results of opera- 
tions and to provide management with 
the facts needed to control results. The 
end product of the accounting process 
is a series of reports. However, account- 
ing reports do not solve operating 
problems nor do they replace ingenuity 
or resourcefulness on the part of execu- 
tives and supervisors. 

In order to fix responsibility cor- 
rectly and to assist executives in direct- 
ing their activities, control reports 
should reflect the results of specific 
units of responsibility. They should 
segregate and classify, to the utmost 
degree possible, the results of the 
activities over which each executive and 
each supervisor has control. By so do- 
ing, every individual with authority 
can be charged fully with responsibility 
for results and will be furnished with 
data which will facilitate improvement 
of the activities under his direction. 

Such a program offers one of the best 
means for developing cost-consciouness 
and a sense of proprietorship. It instills 
in each executive and each supervisor 
a feeling of being an important member 
of the management team. And from this 
a basis for inaugurating an executive 
compensation plan can be evolved 
which will serve as an incentive and a 
further management control. Having 
made definite the units of organization, 
it is relatively easy to provide suitable 
training for understudies for the com- 
petitive period ahead. Thus the inaugu- 
ration of responsibility accounting 
serves to set up in a business a whole 
chain of management improvement 
steps. 


Responsibility Accounting 


By R. B. Knott 


There are three basic steps in setting 
up responsibility accounting: 


1. Classifying activities into proper 
units of organization. 

2. Devising the means by which neces- 
sary information is collected for each unit. 

3. Presenting the information in re- 
ports which will be in a form that can be 
understood by the unit chief and will 
enable and encourage him to take action. 


The controller, as the chief accounting 
officer of any company, is vitally inter- 
ested in all of these elements. He may 
not be entirely responsible for all phases 
but he must recognize that the effective 
discharge of his duties occasionally will 
necessitate that he take the initial steps 
toward the adoption of a program of this 
nature. 


ESTABLISHING PROPER UNITS OF 
ORGANIZATION 


Although organization planning is not 
an integral part of responsibility account- 
ing, it is such an important foundation 
stone that the controller needs to be alert 
to the importance of seeing that his com- 
pany adheres to sound organization prin- 
ciples, in initiating the presentation of 
organization plans in charts and guides. 


(a) Soundness of Organization Structure 

The soundness of any organization 
structure can be tested by applying the 
following check-list of some of the ac- 
cepted organization principles: 


1. Is each necessary activity assigned 
specifically to one individual ? 

2. Are executives and supervisors fully 
aware of their own and other's responsi- 
bilities ? 

3. Are the lines of authority clear, with 
each person responsible directly to only 
one boss ? 

4. Are the executives or supervisors 





with so many subordinates they can't 
provide proper direction ? 

5. Do the principal departments func. 
tion too independently, due to a lack of 
proper coordination ? 


Such organizational deficiencies as these 
are symptoms of corporate sickness, If 
the organization plan meets these tests 
affirmatively, there is reasonable assurance 
that it will provide the necessary founda- 
tion for the inauguration of responsibility 
accounting. 


(b) Organization Guide and Chart 


When the organization is established 
along sound and logical lines, an organi- 
zation chart and an organization guide 
should be prepared. Both of these can be 
developed under the guidance and direc- 
tion of the controller when and if the 
chief executive delegates this responsibil- 
ity to him. 

An organization chart is merely a 
means for showing graphically the duties 
and responsibilities of positions and the 
relationships among them. It is not an 
end in itself. Unless squarely recognized 
as an “ideal’’ to be “worked toward”, 
the organization chart should reflect the 
results of organizational planning agreed 
on. 

The chart should be supplemented by 
an organization guide in which there is 
adequate definition of basic responsibility 
and authority of each position. In the 
Army, where understanding of organiza- 
tion has sometimes meant the difference 
between life and death, the organization 
manual or guide is an accepted tool. 

In most companies there are these 
benefits to be derived from the prepata- 
tion of an organization guide: 


1. The thinking of each supervisor 
and executive is oriented when he 1s 
required to review his own duties and 
responsibilities and those of others. _ 

2. By bringing to light overlapping 








HOW BIG DO YOU HAVE TO BE? 


In his discussion Mr. Knott, of McKinsey and Company, management consult- 
ants, points out that responsibility accounting “can be used by any company 
which is large enough to require more than one top management executive to 
direct the business effectively.” Hence, the author’s paper, which he presented 
at the Pacific Coast Conference of Controllers in San Francisco, should prove of 
real interest to controllers since, in his words, it “bids well to become an Im- 
portant factor in upholding the controller’s future prestige and authority.” 


—THE EDITOR 
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or parallel duties, duplication can be 
eliminated. 

3, Defects in organization are disclosed 
in the course of developing the organi- 
zation guide, and corrective action can be 


taken. 


Thus, the establishment of well-defined 
organization units will assist the com- 
pany materially as well as providing a 
basis for responsibility accounting. 


PROVIDING INFORMATION TO 
ORGANIZATION UNITS 


The accounting plan to be fitted to the 
organization units should provide for 
supplying data from both the operating 
and financial points of view, and the 
chart of accounts should be developed 
accordingly. 

The organization chart should be 
flexible. In one instance the sales manager 
may requite sales statistics by branch, 
territory, salesmen or product line; and 
the production executives will need costs 
by departments, work centers, or plants. 
Scrap losses, inefficient operations, and 
variations between actual and standard 
costs must be analyzed and the cause and 
responsibility must be allocated properly. 
In other words, the controller must pat- 
tetn his accounting plan to fit the needs 
of the manager of the particular organi- 
zation unit. 


(a) Standard Practice Manual 


A standard practice manual outlining 
the accounting plan provides uniformity 
of interpretation, standardization of 
procedures and serves as a guide for the 
supervisory staff who normally do not 
have an accounting background. It is an 
eficient tool of the controller and one 
which he should initiate and maintain. 
The controller should school the super- 
visory staff in using the standard practice 
manual as this will increase the effective- 
ness of their control over their own opera- 
tions. 


(b) Management Re ports 


In order to decide upon the types of 
teport needed, the controller must have 
a clear understanding of the ways in 
which control reports are to be used by 
executives. Reports may be technically 
perfect, accurate and sound from a finan- 
cial accounting standpoint, but they still 
will be inadequate from an operating 
point of view if they are not custom-made 
for particular needs. Company presidents 
and operating executives often are heard 
to make comments such as these about 


statements that do not fit their particular 
needs: 


"I don’t pay much attention to the 
details of these statements.” 
Debits and credits confuse me.” 
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“Accountants go into too much detail. 
They are penny-wise and pound-foolish.” 

“By the time we get our statements 
they are ancient history.” 


Controllers should review their execu- 
tive report content and format to ensure 
that they provide adequately for operating 
needs of each executive in language which 
is simple, direct and easily understood. 
This can be accomplished best by discus- 
sing frankly with each executive the form 
which the reports should take. 

To be of maximum usefulness reports 
should provide some yardstick of per- 
formance: a budget, standard, per cent or 
unit of measure. The head of each organi- 
zational unit should be furnished with 
some practical means for appraising his 
accomplishments in terms of standards of 
good performance. 


OPERATING CONTROLS 


Since each major department has a dif- 
ferent problem, the techniques used for 
control should be tailor-made through the 
varied application of recognized tech- 
niques these: (a) cost accounting, (b) 
budgetary control, and (c) sales control. 


(a) Cost Accounting 

Cost accounting involves breaking 
down costs into elements and combining 
these elements for control purposes. As 
is well recognized, costing for control 
differs from costing for profit determina- 
tion. Control of costs requires proper 
allocation of a charge to the point of 
Origin, so that some supervisor may take 
action if the result is not satisfactory. 

Thus, effective control of costs requires 
that they be classified in terms of the 
organization unit responsible for their 
incurrence. If standard cost methods are 
used, there should be a finer subdivision 
of costs so the causes of variances may be 
properly determined. Thus, costing for 
control must be provided for at the time 
when costs are being classified originally. 

The controller must determine which 
type of cost system will provide the best 
controls. He may adopt a system based on 
job order, process, standard, normal costs 
or other methods of cost finding. What- 
ever plan is adopted, effective control 
of costs depends on proper classification 
and the ultimate grouping of elements for 
each organizational unit. 


(b) Budgetary Control 

In its essence, budgetary control is 
nothing more than an effective means by 
which plans can be translated into esti- 
mates of future income, cost and expense. 
With responsibility accounting, compari- 
son is made between actual and 
anticipated results in units of responsi- 
bility. Budgetary control thus provides 
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a practical means of establishing in ad- 
vance factors which determine profits. It 
facilitates prompt corrective action when 
anticipated results are not obtained. 

The controller should investigate the 
opportunity for improving his Company’s 
profits through budgeting if it has not 
already adopted this technique. Many 
companies hesitate to budget their opera- 
tions because sales forecasting is required 
to get the best results. 

But sales forecasting need not become 
a nightmare. In the words of the sales 
manager of a company with an annual 
sales volume of $200 million: 


“Sales forecasting is no problem to us. 
We just take a lot of little estimates and 
add them up. That gives us our overall 
figures. We work from the bottom up. 
We are estimating the fist and second 
full years of unrestricted selling because 
that is about as far ahead as we need to 
plan right now. We get unit figures be- 
cause we don’t know about prices. 

“The first estimate is made by the sales- 
man who covers the territory. Then we 
give these figures to a clerk to add, and 
that is one estimate. A few weeks later 
we ask each of our distributors to estimate 
his volume. Then we add the distributor 
estimates, and that is our second over-all 
figure. 

“Finally, we put the two estimates 
together and throw in a little judgment 
by our sales executives. But we think that 
for our products the people in the field 
know more about what our customers 
will buy than we do. In any event, we 
would rather work on the basis of a lot 
of little guesses than one great big one. 
The estimate on foreign business is made 
in about the same way. 

“Incidentally, our current estimates 
show that in the first year of unrestricted 
selling we will do only about a third as 
much volume as we are doing currently. 
We may be low, but at least we aren't 
pulling figures out of the air in large 
chunks.” 


Perhaps this method sounds too simple. 
But usually the more successful the busi- 
ness—whether it is large or small—the 
more simple are its methods. 


(c) Effective Sales Controls 

In developing the chart of accounts, 
the controller should not lose sight of 
sales and distribution activities. Controls 
over these functions are becoming in- 
creasingly important. One of the most 
important tools of the sales executives 
is a set of well developed control reports 
which reflect simply, precisely, and 
promptly the results of the activities 
under his direction—again by units of 
responsibility. 

The controller of one large national 
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corporation has suggested the following 
as a normal sales report pattern: 


1. Report by individual salesmen 

2. Summary of salesmen’s results by 
branch or district operations 

3. Summary of branch operations by 
sales divisions 

4, Summary of division operations by 
regions 

5. Grand summary of all sales opera- 
tions 


This sounds cumbersome. However, if 
costing and general accounting methods 
are based on a “natural classification of 
accounts,” the controller will have avail- 
able adequate information for preparing 
these reports. 


SUGGESTED ACTION 


The war has increased responsibilities 
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of management considerably, especially 
those of the controller. The tempo of 
change affecting business has been ac- 
celerated. Every industry is facing changes 
in markets, materials and methods. Costs 
ate rising and competition promises to be 
so keen that every business needs highly 
usable controls. Responsibility accounting 
points the way to providing them. 

Under these conditions here are three 
steps that any controller might well in- 
augurate in his own company: 


1. Review of the organization struc- 
ture. 

2. The development of adequate and 
properly developed data for control pur- 
poses. 

3. Study of the content, use, purpose 
and effectiveness of all reports submitted 
to executives. 


First Government Corporation Budget 
Shows $4 Billion Loss 


For the first time in the history of the fed- 
eral government there is available a compre- 
hensive outline of current and proposed finan- 
cial operations of all wholly owned government 
corporations (plus the operations of four re- 
lated noncorporate operations supervised by 
one such corporation, the Federal Public Hous- 
ing Authority). 

This fiscal outline is set forth in the Corpo- 
ration Supplement to the 1947 budget which 
was submitted to Congress by the President on 
May 2, as required under the Government Cor- 
poration Control Act. It covered 34 corpora- 
tions, the Citizens’ Emergency Committee notes. 

Income and expenses of these agencies for 
the fiscal years 1945, 1946 and 1947 are shown 
in the following table: 


1945 1946 1947 
(in millions) 
BROMO So. as a4 2 $8,064 $5,740 $3,564 
REPONSeS 02 cscs 9,592 8,938 7,710 
Peay eee 1,527 3,198 4,147 
Adjustments ..... +81 —23 —124 
PSION = oss bc $1,608 $3,175 $4,023 


These corporation losses will be met from 
capital funds or from the proceeds of borrow- 
ings. With respect to borrowings the budget 
statement said: 

“Net new borrowing of the 34 corporations 
will amount to 2.8 billion dollars over and 
above retirement of debt. Outstanding obliga- 
tions, almost entirely held by the Treasury De- 
partment, will amount to 15.8 billion dollars 
on June 30, 1947. New capital investments of 
300 million dollars through purchase of Ex- 
port-Import Bank stock, previously authorized, 
will provide additional funds. On the other 
hand, the budgets of eight corporations and 
three noncorporate housing programs provide 
for return of funds to the Treasury and pay- 
ment of dividends totaling 122 million dol- 
lars.” 

Losses EXPLAINED 


1947 losses are explained as follows: 

“For the fiscal year 1947 the net loss for all 
government corporations carried to surplus is 
now estimated at 4,023 million dollars, or 848 
million dollars more than in the current fiscal 
year. Subsidies and losses account for 3,372 
million dollars, or the great bulk of this net 
loss. Reutilization costs of converting tempo- 





rary war housing, covered by appropriations, 
represent an additional 413 million dollars. 

“Subsidies and contributions will decline 
by 159 million dollars to 1,857 million dollars, 
including 40 million dollars in losses on sales. 
Losses and charge-offs, however, will increase 
by 750 million dollars to 1,515 million dollars. 
This increase represents predominantly higher 
losses on sales of surplus property, public 
housing projects, and assets acquired by war- 
time preclusive buying operations. 

“Sales of commodities and supplies in the 
fiscal year 1947 will fall sharply to 2,929 
million dollars. Cost of goods sold will 
amount to 3,289 million dollars. The deficit 
of 360 million dollars reflects realization of 
losses on programs for agricultural price sup- 
port and for procurement of strategic supplies 
and materials.” 

Among the budgetary recommendations were 
proposals that the life of the Reconstruction 
Finance Corporation be extended (present 
expiration date is January 22, 1947); that 
Congress appropriate $921 million to restore 
capital impairment of the Commodity Credit 
Corporation (impairment largely due to use of 
corporation funds for payment of subsidies) ; 
and that the borrowing authority of the Federal 
a Mortgage Corporation be reduced by $1 
illion. 


CORPORATIONS STUDIED 


The statement also said the Bureau of the 
Budget is making a comprehensive examination 
of government corporations. 

“|, . The findings of these studies will be 
useful not only in effectuating the specific 
provisions of the act (the Government Cor- 
poration Control Act) but also in determining 
the basic principles to be followed in reviewing 
the existing charters of federally chartered 
corporations as they come up for renewal. 
Thus, through successive steps, we _ shall 
continue to move forward in developing a 
more consistent and integrated organizational 
pattern for the business-type activities of the 
federal government.” 

The Government Corporation Control Act 
was adopted December 6, 1945. The act, 
which was offered in both Houses of Congress 
as a bipartisan measure by Senators Byrd and 
Butler, and by Representatives Whittington 








and Case, was developed as a result of studies 
of government corporations by the Joint Com. 
mittee on Reduction of Nonessential Federal 
Expenditures in 1944, which revealed tha 
these agencies were an avenue of virtually 
uncontrolled government spending. The 
studies by the Byrd Committee were preceded 
by a CNC study in 1943, which made available 
for the first time in print a comprehensive 
description of these agencies and their spend. 
ing activities. 


Corporations in Budget 


CORPORATIONS ENGAGED IN AIDS To 
INDUSTRY 


Reconstruction Finance Corporation 
Federal National Mortgage Association 
Rubber Development Corporation 
The RFC Mortgage Company 

U. S. Commercial Company 

War Damage Corporation 

Smaller War Plants Corporation* 


CORPORATIONS ENGAGED IN AIDS To Housing 


Federal Savings & Loan Insurance Corporation 
Home Owners’ Loan Corporation* 

Defense Homes Corporation* 

Federal Public Housing Authority 

United States Housing Corporation* 


CORPORATIONS ENGAGED IN AIDS TO 
AGRICULTURE 


Commodity Credit Corporation 

Federal Crop Insurance Corporation 
Federal Surplus Commodities Corporation* 
Federal Farm Mortgage Corporation* 
Federal Intermediate Credit Banks 
Production Credit Corporations 

Regional Agricultural Credit Corporation* 


CORPORATIONS ENGAGED IN AIDS TO 
INTERNATIONAL RELATIONS & TRADE 


Export-Import Bank of Washington 
Institute of Inter-American Affairs 
Institute of Inter-American Transportation* 
Inter-American Educational Foundation, Inc. 
Inter-American Navigation Corporation* 
Prencinradio, Inc.* 


CORPORATIONS ENGAGED IN AIDS TO 
REGIONAL DEVELOPMENT 


Tennessee Valley Authority 

Tennessee Valley Associated Cooperatives, 
Inc.** 

Panama Railroad Co. 

Virgin Islands Co. 

Federal Prison Industries, Inc. 

Inland Waterways Corporation 

Warrior River Terminal Co. 

United States Spruce Production Corporation* 

Cargoes, Incorporated*** 


According to Pee > 
Budget Supplement: * Liquidated or to be in liqui- 
dation in 1947 fiscal year. 
**Government divesting itself of its 
interest in this corporation. 
*** Dissolved. 


* * * 


While most state governments have laws 
prohibiting slot machines, collections amount 
ing to $7,556,200 were received by the Internal 
Revenue Bureau during the 1945 fiscal year 
through the $100 tax on the gambling devices. 
More than 75,000 machines were reported to 
have paid off in taxes during the twelve-month 
period ended June 30, 1945. The Federal gov- 
ernment does not bother owners so long as they 
pay the $100 tax per machine. Perhaps this is # 
way to beat the “one-arm bandits!” 


* * * 


More than 90 per cent. of our investment in 
business plant and equipment during the deca 
1931-1940 was for replacement purposes only, 
according to a Twentieth Century Fund survey. 
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Timely Financial Reports 


The summarization of financial data 
and the presentation of financial results 
are the most important service func- 
tions of the controllership department. 
Management depends on accurate re- 
orts which are pertinent and timely. 
In many instances, the effectiveness of a 
report is diminished if the time lag be- 
tween the finished report and the period 
under review is too long. ° 

Many reports are used as a basis for 
changes in financial policies. A current 
example is the use of financial data to 
determine ability to pay increases due to 
strike crises. Management, to intelli- 
gently act ape given wage increases, 
must have adequate up-to-date informa- 
tion. Therefore, it is imperative that 
Controllers, charged with the duty of 
preparing financial reports, should not 
only give attention to the contents of 
the report but, similarly, should devote 
their energies to achieving the results 
in a quick, accurate manner. The pur- 
pose of this paper is to set forth princi- 
ples which have been used successfully 
in expediting reports and to demon- 
strate their application in specific prob- 
lems. 

In order to eliminate wasteful efforts 
it is imperative that all reports prepared 
in the organization be carefully ana- 
lyzed and unnecessary and duplicated 
teports be discontinued. In many in- 
stances reports can be combined and 
with minor changes serve multiple pur- 
poses. This principle, which is unques- 
tionably recognized by all Controllers, 
nevertheless, is sometimes neglected in 
actual practice. 

All reports should be periodically re- 
viewed and on the basis of their im- 
mediate use, classified as to urgency. 
When the reports have been so classified 
it is then possible to set up a scheduling 
process and concentrate on the prepara- 
tion of those which are ‘ecaactinhele re- 
quired, working down to those which 
are not immediately required. 

A review of the reports should be 
made in such a way that each report can 
be tabulated as to: 


A) who gets the report 

B) why do they get the report and the use 
the report is put to 

¢) what essential features of the report are 
fequired for administrative action 


When the report schedule has thus been 
set uP, it should be further reviewed to 
sce If some reports cannot be eliminated 
by combining them with other reports 
of te-routing the reports so that each 
*xecutive gets what he desires, although 
it May contain other information of use 


By C. M. Ahearn 


only to a different executive. This proc- 
ess will undoubtedly cut down the num- 
ber of reports to be prepared. Another 
feature to be observed in eliminating 
the number of reports to be prepared, is 
wider dissemination of report data. This 
can be accomplished by examining the 
various functions of the reports to in- 
sure the distribution of the reports to 
the individuals involved. 

When the reports have been graded 
on their immediate use and duplicate re- 
ports have been eliminated, it is then 
possible to set up a scheduling proce- 
dure. The principles of report schedul- 
ing are as follows: 


Every financial report prepared in the or- 
ganization should be _ tabulated, starting 
with the most elementary report and pro- 
ceeding to the more complex reports through 
to the financial report which is submitted to 
management. In this tabulation the follow- 
ing facts should be known about each re- 
port:— 


. Title of report 

. Source of data in the report 

. Person preparing the report 

. Person to whom the report is sent 

. Date on which the report must be com- 
pleted 

. What the receiving individual does with 
the report - 

g. What additional information is required 

for the receiving individual to process the 

report which he receives—where can he 

receive this information—and a schedule 

date on which he is to receive it should 

be set 


eo 


aad 


When this information has been re- 
ceived a flow chart should be prepared 
for the various reports. This will give 
a birds-eye picture of the flow of report 
information within the organization. 
Upon the completion of the flow charts, 
definite dates should be assigned for 
each report. These dates should be se- 
lected carefully after consultation with 
the individuals involved; the dates se- 
lected may, in many cases, be confined 
to a given hour of a given day. All of 
the reports usually can be timed from 
the last day of the month, i.e., such as: 
Report “A” is to be completed at 10:00 
A.M. on the first, which means at 10:00 
in the morning on the day following 
the last working day of the month. 


Financial statements necessarily con- 
tain many estimates. Frequently reports 
are delayed awaiting receipt of specific 
information. The Controller should re- 
view these situations and determine 
whether or not an accurate estimating 
base exists which could be used to pre- 
vent these delays. The use of a scientif- 
ically constructed estimate will give re- 
liable financial results. 

The installation of the system can be 
gradual and should progress until the 
minimum daily requirements have been 
set for the various reports. In order to 
illustrate the principles enunciated, spe- 
cific items will be reviewed. 


MATERIALS ACCOUNTING 


The reports for all materials received 
up to the last day of the month are to be 
sent through to the Stores Department 
and the Cost Department for entry, by 
12:00 Noon on the first; if invoices 
have not been received the previous 
prices are used and set up by means of 
an accrual entry. The summary of 
stores receipts and issues is to be com- 
pleted the third 12:00 Noon and cost 
entries for materials are to be completed 
by 5:00 P.M. of the third. 


PAYROLL DATA 


Payrolls are either on a straight time 
basis, an hourly basis, or piece-work 
basis. The principles applicable for each 
situation will differ. 

For straight time work, payroll en- 
tries are to be completed on the second 
working day prior to the end of the 
month and the proper entries made on 
the following ies. This procedure is 
possible since the actual dollar value of 
the payroll is known except for minor 
adjustments such as overtime, etc. To 
handle this problem any adjustments 
such as overtime close on the third 
working day prior to the close of the 
month. Any subsequent items are then 
adjusted on the next payroll. 

Where piece-work payrolls are in- 
volved, the payroll is to be cut off on the 











FACTS WHEN THEY ARE NEEDED 


The facts which a controller can provide for his company executives must not 
only be accurate, but also on time. “Too late” facts are no more valuable than 
“too little.” This concise summary by Mr. Ahearn, assistant controller of the 
Colorado Fuel and Iron Corporation, New York, provides a timely review of the 
principles involved in reports by controllers to management. 


—THE EDITOR 
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last actual payroll date of the month. 
On the last day preceding the close of 
the month, to cover payrolls from that 
date to the month end, the Production 
Superintendents, based upon daily pro- 
duction reports, forward to the Ac- 
counting Department, an estimate of 
production on which an accrual for 
piece-work labor will be made. 

Where hours is the basis for the pay- 
roll, similar principles should be fol- 
lowed. The Superintendent is to give 
for the period since the last actual pay- 
roll, an estimate of the hours worked 
for each department as a basis for the 
labor entry. This will be set up in the 
form of an accrual. 


PRODUCTION DATA 


Many organizations keep daily pro- 
duction reports. Where this system is 
used, the production data reports are 
available for use on the morning of the 
day following the close of the month. 
However, where difficult summary prob- 
lems exist a preliminary cut off date can 
be selected and it will eliminate the vol- 
ume of work at the close of the period. 
Thus, it has been found possible to sum- 
marize production records as of the 
25th of the month, and again as of the 
last working day. The combination of 
these two figures gives the monthly pro- 
duction. 

In some instances production data 
may take more time to prepare. In this 
case it is possible to cut off production 
accounting on the 28th day of the 
month and, based upon mill schedules, 
etc., estimate the production for the last 
three remaining days of the month. This 
system will make available the produc- 
tion data for use in reports on the sec- 
ond or third day of the following month. 


ACCOUNTS PAYABLE 


In order to quickly summarize Ac- 
counts Payable all Accounts Payable 
Registers are closed as of the morning 
of the first day following the close of 
the month. Accountants charged with 
the operation of these registers should 
review unaudited vouchers and set up 
the necessary accruals. Where these are 
standard monthly charges such as: rent, 
telephone, power, etc., a monthly ac- 
crual based upon past experience can be 
made to take the place of the actual in- 
voice. 


ACCOUNTS RECEIVABLE BILLINGS 


In setting up the closing schedule for 
customer billings the best theory is to 
close all billings on a date near the close 
of the month, such as the 28th. Neces- 
sarily, this means that the first month’s 
sales are most probably understated but 
in the subsequent month and all the 
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months thereafter, there will be in the 
Sales Account one months normal sales 
and the carryover from one month to 
another will insure this figure. At the 
close of the fiscal period, however, it 
may be necessary to alter this rule to 
give a more accurate picture of the Sales 
Account. The preliminary procedures 
adopted for customer billings will en- 
able the Account’s Receivable Depart- 
ment to immediately prepare a trial 
balance and proofs of the various ledg- 
ers and give the data necessary for such 
sales analyses and entries as are custom- 
arily prepared each month. 


Fix—epD ASSET ACCOUNTING 


In fixed asset accounting various 
speed-up principles can be adopted. A 
cut-off date should be selected after 
which no charges will be made to fixed 
asset accounts for current monthly ad- 
ditions. A suggested date is the 28th of 
the month. Where additional assets are 


significantly alter the financial state. 
ments, an accrual entry can be used. To 
overcome the difficulty of fixed asset 
additions which have not yet been jp. 
voiced the suppliers can be instructed 
to invoice the company as of the 27th 
of the month to insure prompt receipt 
of the invoices for pricing procedures, 


To save time on the monthly depre. | “ 
ciation entries the principle should be : 
Ww 


inaugurated whereby no depreciation js 
taken on assets acquired after the 28th 
of the month. This will ordinarily give fe 
three days in which to prepare the neces. | 
sary entries and since depreciation is | 8° 


only an estimate the accuracy of the fig- for 
ure cannot be questioned. ye 

A review of these principles indicates | 
in many cases estimates are used. How. | qu 
ever, if the estimate is prepared by ex. raf 


perienced personnel the results are so mu 
accurate that the estimates involved in | fro 
the financial statements produce no sig- | 40 
nificant errors. These principles, if fol. | ha 
lowed, will facilitate the preparation of | firt 


purchased in the last few days of the accurate and fast monthly financial re- | anc 
month when such acquisitions would ports. tati 
cre 
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The following observations are the digest of | fair wages and dividends to employees and and 
an address by Charles R. Hook, president of stockholders. To many, the term “surplus” sm 
the American Rolling Mill Company, Middle- means cash in the bank. To you controllers it cap 


town, Ohio, presented at the Midwestern Con- 


* ference of the Controllers Institute of America, 


in Detroit. : 
—The Editors 


The greatest barrier to continued industrial 
progress is misunderstanding or lack of under- 
standing. As business has grown larger and 
more complex, the problem has multiplied and 
become far more serious. 

Controllers are the fact-finders of business. 
You have at your finger tips, all the basic facts 
related to the business you serve. You have a 
marvelous opportunity and a serious responsi- 
bility to devise practical ways and means of 
presenting in simple understandable form the 
fundamental economics of business. No other 
management profession is better equipped to 
fulfill this urgent responsibility than the con- 
trollers of the nation. 

The need for better understanding of busi- 
ness and the free enterprise system is not con- 
fined to the field of employee relations alone. 
It applies equally to the stockholder and the 
community in which your plant is situated. 

I am not expressing a new theory—I am 
stating a principle in which I have believed 
sincerely and practiced during my 45 years ex- 
perience in the steel business. 

In May, 1922, I stated before the Ohio 
Bankers Association: 

“Take the Mystery out of Business’ should 
be the slogan of present day management, and 
plans should be adopted and every possible ef- 
fort put forth so that the fundamental econom- 
ics of business, and particularly of the wage 
question, can be simply and clearly explained.”’ 

The great majority of people, whether they 
work with their hands or whether they are 
members of a profession, do not understand 
business terms which are common and simple 
to you controllers. To some, the terms “Re- 
serve,’ ‘Depreciation,’ “Amortization,” rep- 
resent concealed profits. To you they mean in- 
surance that the business may be able to main- 
tain its production and other facilities properly 
so it can meet competition and continue to pay 


means company savings which likely are in the 


form of bricks, mortar, and machines. tho 
“Little business’ enjoys far more public con- whi 
sideration than “Big business.” Why is this? par 
The small business concern is not so complex— 4 
more people can see and understand how it op- 
erates. Most big businesses are just an aggrega- we 
tion of relatively small units under one central very 
management. Most of our important develop- flati 
ments which have improved our standard of 
living and made life more convenient for mil- yea 
lions have been the contributions of so-called was 
“big business.” Yet this contribution has been yeal 
little understood or appreciated by the public. wist 
Modern management realizes that a deter- h 
mined effort must be made to explain clearly to Cha 
the man on the street the relation that wages but 
and production per manhour bear to costs, com- will 
pany success, continued employment, and com- ple 
munity prosperity. ; 
More and more companies are devoting more C 
and more thought and effort in this direction. com 
The soap boxer can be whipped with facts rect 
placed in the hands of the man on the street by of 
the management team. You controllers are the 
“pitchers” on that team. Cort 
imp 
of t 
The Easy Way held 
We have no valid basis on which to ration own 
alize the existing public debt as a beneficent will 
influence. It should be recognized as a serious a 
problem. Instead of adding to it, even for the 
as the cont 


purposes of such primary importance 
relief of unemployment, we should plan t has. 
deal with this and other problems in ways that k 
will avoid further debt increase. Once we shall 
have agreed that this apparently easy way of 
meeting even the real emergencies, not to men 
tion the many imaginary ones, is to be here- to f 
after closed, we can face up to the job 0 . 
handling them inside the budget. And this, 19 


the long run, will really be the easy way. ic 
—Harley L. Lutz, Ow 

Professor of Public Finance your 

Princeton University shin 
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Preparing for the Uncertain Future 


The future for corporations is more un- 
certain today than at any time in the past. 
Here are only four of the uncertainties 
which confront us: 

1. Governmental trends. Ten years ago, 
few people believed that England would 
be operating under a socialistic form of 
government today. Who can predict what 
form of government we will have ten 
years from now ? 

2. Increased competition. The wat- 
quickened advances in transportation are 
rapidly shortening distances—and thereby 
multiplying competition. If you travel 
from coast to coast next year at the rate of 
400 miles per hour, West Coast firms will 
have new competition from East Coast 
firms that were not competitors before, 
and vice versa. Such changes in transpor- 
tation are constantly creating both in- 
creased competition and new opportuni- 
ties at the same time. 

3. New Competition. The development 
of thousands of new ideas during the war, 
and the appearance on the scene of many 
small companies with excess working 
capital due to war profits, has brought 
thousands of manufacturers into fields 
which certain older manufacturers had re- 
garded as their exclusive pastures. 

4, Cyclical changes. In addition to this, 
we ate in a period which appears to be 
very similar to 1919. We then had an in- 
flationary boom which lasted about two 
years, followed by a “bust.” This, in turn, 
was followed by approximately eight 
years of prosperity. I doubt if anyone is 
wise enough to tell us what the financial 
changes will be over the next ten years, 
but it is safe to say that drastic changes 
will happen suddenly—and, to most peo- 
ple, unexpectedly. 

Changes such as these affect a given 
company in two ways—directly and indi- 
rectly. The first way involves the impact 
of the change in circumstance upon the 
corporation itself. The second involves the 
impact of future changes upon the owners 
of the business. If the owners of closely 
held corporations do not prepare for their 
own uncertain futures, the corporations 
will be affected adversely in many ways— 
and the reverse, of course, is true. The 
controller, or other chief financial officer, 
has a key position in both instances. 

How can corporations prepare for the 
uncertain future? Fortunately, it is not 
necessary for most corporations to be able 
to foresee exactly what financial changes 
will take place, or when they will happen. 
I cannot predict when it will rain next, or 
how long the rain will continue. But if 
your barn leaked; if the amount of 
shingles available for sale was the largest 


By Clinton Davidson 


in this country’s history, and the price was 
the lowest, I could advise you how to pre- 
pare your barn for the next rain, whenever 
it comes. 

There never was so good a time to pre- 
pare corporation capital structures against 
financial uncertainties. There is more capi- 
tal available than we have ever known, 
and the price is lower than we have ever 
seen it before. Every controller realizes 
that it is important for his company to 
enter the next depression with ample cash 
on hand. That cash is now available and 
cheap. Despite this, more companies will 
fail in the uncertain years ahead because 
they did not secure ample cash capital 
when they could have done so, than for 
any other reason. 


AVOIDING THE UNNECESSARY Risk 


There is a right way and a wrong way 
to approach this question of preparing for 
the uncertainties of the future. Like the 
controller's job itself, it can be illustrated 
by contrasting the definition of an investor 
with that of a speculator. The investor is 
not trying to get rich quick; in fact, his 
immediate goal is not that of making a 
profit, per se. The investor first determines 
what hazards endanger his capital, and 
then tries to protect his capital against 
those hazards. The speculator, on the 
other hand, looks for a// the possibilities 
of making profits, determines which one 
will make the largest profit if things turn 
out right—and then risks everything on 
that chance. 

Every investor must take risks, of 
course, and every corporation must take 
risks, but I like to think of the controller 
as a man who frequently says, ‘“Mr. Presi- 
dent, that is a risk we do not have to 
take,” or “Mr. President, here is a risk 
that we have not protected ourselves 
against. I would like to show you how we 
can secure as nearly perfect protection as 
possible.” 


PREFERRED STOCK vs. BONDS 


Protecting the corporation against fu- 


ture hazards through avoiding unnecessary 
risks can be illustrated by the story of two 
companies in the paper business. Several 
years ago the capital stock of one of our 
clients in this industry consisted of 5 per 
cent. preferred and common stock. The 5 
per cent. figure had become outdated, and 
the company could have put out a bond 
issue at around 3 per cent., or a bank loan 
at slightly over 2 per cent. Instead, this 
company sold convertible preferred at ap- 
proximately 4 per cent. Why ? Because the 
paper industry is subject to wide swings, 
and the management wished to prepare 
for the downward swing while business 
was going up. They were sure that if the 
upward swing continued, they would be 
able to convert the preferred into common 
stock, and that is exactly what happened. 
The company retained enough capital to 
keep it safe, and that capital now has no 
preference over the commons stock. 

We know of another company in the 
same industry which had a large amount 
of bonds outstanding. As sales increased 
and additional capital was needed for ex- 
pansion, the company sold more bonds in 
order to take advantage of low interest 
rates. When the downward swing comes 
—as it will—the second company will 
not be as well prepared as the first. The 
controller in the first company was im- 
bued with the investor's viewpoint. He 
was trying to protect his company against 
future financial hazards. The controller in 
the second company, on the other hand, 
was trying to get capital at the lowest cost 
possible. He apparently was thinking more 
of increasing the current net profits as 
much as possible, by having the annual 
cost of this capital deductible from earn- 
ings, than about protecting his company 
against the uncertainties of the future. 


WHERE BANK LOANS ARE BEST 


This does not mean, of course, that all 
corporations should follow the example 
of the first paper company. The situation 
differs between industries, and also be- 
tween companies in the same industry. In 
many cases, a five or ten year bank loan 








MEND THE ROOF WHEN SKIES ARE CLEAR! 


When yesterday's future uncertainties have become today’s painful realities, 
it is usually too late to make provision for the problems at hand. There is, of 
course, an ever-present element of risk, but timely and thoughtful planning can 
avoid the unnecessary risks—particularly financial—and it is this theme that Mr. 
Davidson develops in this paper, presented before a meeting of the Chicago 
Control. The author is president of Management Planning, Inc., New York. 
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represents the best form of financing. 
Take the aircraft industry, for example. 
Several of the larger companies have 
backlogs of $200 million to $300 million 
each, covered by working capital of from 
$45 million to $60 million. While these 
companies will not need additional finan- 
cing in order to expand fixed assets, some 
of them will need additional working 
capital. If a company feels certain that its 
backlog will not continue to be that large 
over the next five years, and if it needs ad- 
ditional cash because of this large back- 
log, then a term bank loan is unquestion- 
ably the best type of financing. 

The president of one of our client cor- 
porations is a man of great optimism and 
vivid imagination. The future always 
looks rosy to him. But when his company 
needed additional cash for working capi- 
tal, he turned down the method of acquir- 
ing it through the sale of common stock. 
Instead, he made a five-year loan to be 
paid off at the rate of one-tenth every six 
months—because he wanted an automatic 
method of forcing him to repay the capi- 
tal. He was afraid that otherwise he 
would use the excess working capital, as 
rapidly as it accrued, for additional ex- 
pansion of his present business or for new 
items. 


How MuCH Is AMPLE? 


Up to this point, I have been talking 
about the controller protecting his corpo- 
ration by providing the most suitable form 
of capital structure. It is hardly necessary 
to add that it is equally important—or 
even more so—to have ample cash capital. 
How much is ample? Enough to meet all 
foreseeable budgeted needs—plus those 
unexpected, unforeseeable needs arising 
from basic economic and political changes. 
Here is a case in point: 

A large manufacturer of electrical 
goods had $32 million of sales in 1942 
and $11 million working capital. The 
working capital was as large as 1939 sales. 
In 1943, the company raised $4 million 
new capital, closing the year with $18 
million capital, $14 million working capi- 
tal—$12 million being in cash and U. S. 
Government securities. In 1944, this com- 
pany decided to purchase another firm 
costing around $3 million. They had 
ample cash for this purpose, and would 
have had ample working capital after the 
purchase, but they decided instead to raise 
$4 million additional capital through the 
sale of stock. Their capital was then $25 
million and their working capital $17 mil- 
lion—each four times as much as in 1939. 
This company’s management intended to 
be fully prepared for the already recog- 
nized postwar capital needs. But we were 
told that the management expects a seri- 
ous financial storm in about five years. In- 
stead of being in danger at that time, they 
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want to have enough cash to pick up some 
wrecks at bargain prices. 


THE ROLE OF MERGERS 


In addition to providing the proper 
capital structure and securing ample cash 
while it is so easily obtained, many corpo- 
rations can protect themselves against fu- 
ture hazards through mergers; by buying 
some other company and embodying it as 
a division, or by selling a division which 
does not fit their business so well under 
today’s changed conditions. Let me give 
some examples: 

The problem of a company whose earn- 
ings went up and down with the iron and 
steel industry for some thirty years was 
solved by purchasing other companies of 
approximately the same size whose earn- 
ings followed different cycles. These steps 
were taken separately, and no company 
was acquired until the process of adjust- 
ing the previous purchase had been com- 
pleted. The company which resulted from 
these mergers and acquisitions is now a 
steady earner. It produces regular income 
for the stockholders, is in a much better 
credit position, and is safer all the way 
round. 

In one industry we recently investi- 
gated, one company has a product that is 
outselling all others—but it has nothing 
on the production line to replace it fifteen 
months later. Another company does not 
have a good seller today, but it has a 
product coming up that will unquestion- 
ably lead the field fifteen months from 
now. Another company in this same in- 
dustry is famous for design and produc- 
tion, but it is completely lacking in sales 
promotion and advertising. Another com- 
pany, on the other hand, i$ in the news- 
papers and on the air almost every day— 
but it will soon have nothing to sell. One 
company has a very small backlog, but has 
large excess working capital—while an- 
other has so many orders it will soon have 
to secure additional capital. Even a blind 
man can see that several mergers can be 
made, very appropriately, in that industry. 
We hope to bring some of them about. 

When the Aviation Corporation se- 
cured one of the foremost manufacturers 
in the United States, Mr. Irving Babcock, 
it was obvious that they intended to have 
a large part in the household appliance 
and equipment field. We mentioned to 
Mr. Babcock that the Aviation Corpora- 
tion did not own a distribution system, 
and that while he had the ability to build 
up such a system after the war, it would 
take time to do this—and he would lose 
the cream of the pent-up demand while 
building. We suggested that the Crosley 
Corporation had the best distribution sys- 
tem for his products that could be found. 
He agreed; we were appointed negotia- 
tors—and this resulted in the purchase of 
the Crosley Corporation by the Aviation 


Corporation for approximately $20 mil. 
lion cash. 


COMPENSATING MANAGEMENT 


One of the greatest hazards facing busi- 
nesses today is that of properly compen- 
sating management. No business is better 
than its management. For fifteen years our 
investment counsel business has carried 
on its letterhead this phrase, “Manage. 
ment is Everything.” In dictatorial coun. 
tries, management is often spurred along 
by threats of firing squads, but in this 
country we have secured much better te- 
sults by providing financial incentives. 

The most commonly used plan has been 
to permit top management to share in the 
profits. This was the plan used so success- 
fully by the duPont group and General 
Motors. Our Estate Planning Corporation 
did work for five duPont families, and I 
remember when one of the most promi- 
nent members offered a large grant to a 
university, to be used in developing a cure 
for a certain disease. Believing in the in- 
centive system as fervently as ministers 
believe in religion, he stipulated that those 
who succeeded in the development should 
be rewarded with a share in the profits. 
This university, like so many others today, 
is not the staunchest defender of the 
profit system in this country, and it re- 
fused to agree to that condition. Mr. du- 
Pont was not willing to make the grant 
without that condition. 

Providing proper financial incentives 
for management has been extremely suc- 
cessful, not only with the duPont family 
and General Motors, but also with thou- 
sands of other companies. It does not 
work today, however, because high tax 
rates have annulled it. I know of one man, 
the executive vice president of a large 
company, who receives a salary of $5,000 
a year plus 5 per cent. of net profit before 
taxes. This percentage arrangement was 
entered into just before the war, and he 
received $200,000 the first year. Two 
years later, the high tax brackets elimi- 
nated all of the incentive. Many corpota- 
tions have tried to meet this condition by 
giving their top executives options to buy 
stock at favorable prices—but again the 
tax laws have removed practically all the 
reward, or at least have clouded the sub- 
ject with such great uncertainties that the 
incentive is eliminated. 

We believe that there are two solutions 
to this problem. The first is to secure 4 
change in legislation which will make the 
use of options to purchase stock as attrac: 
tive as they were formerly. The second, 
and more feasible immediately—is © 
make arrangements for managers to pur 
chase stock in the company. 

In cases where the stock of the com- 
pany is closely held, stockholders oftea 
are reluctant to give up any part of theit 
ownership interest. Another frequent ob- 
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sacle is the financial inability of the man- 
agers to buy a sufficiently large block of 
stock to make the managers’ interest 
worthwhile. However, in addition to stock 
purchase options, we have discovered and 
tested out five solutions to the latter prob- 
lem. These are set forth in detail in a 
book entitled ‘‘Fiscal Counsel Plus,” 
which bears our imprint and will soon be 
available for distribution. 


OwNER’s ESTATE PROBLEMS AFFECT 
COMPANY'S FINANCING 


Many controllers do not realize the ef- 
fect that the personal estate problems of 
the principal owners have upon the finan- 
cial position of the business, and vice versa. 
Of course, there are some who do. I know 
one who learned it the hard way. His 
president, all of whose wealth was tied up 
in the company’s stock, decided to sell 
2,500 shares, so that his family would not 
be at too great a disadvantage under the 
inheritance tax laws. He did not discuss 
it with his controller because he thought 
it was purely a personal matter. After 100 
shares a day had been sold for about three 
days, word got around the community that 
the boss was selling his stock. A few days 
later, a Wall Street banking house started 
selling the 60,000 shares that it held for 
its clients, and the price went down 30 
per cent. 

How was the company affected? That 
company’s business is expanding, and it 
intends to seek additional capital. If a 
convertible preferred is sold, the company 
will probably have to accept a lower con- 
version figure, with a consequent dilution 
of the earnings of the present shares. If 
the company sells common stock, it will 
have to sell more shares for the same 
amount of capital raised, which again 
means a dilution. 

We believe, therefore, that the presi- 
dent of this particular company should 
have discussed the subject with his con- 
troller. I'll go further than that. I believe 
that if the president of any company is 
one of the large stockholders, the control- 
let should be on the alert for suggestions 
that will be helpful to him in regard to 
his personal estate. In many cases, the con- 
troller should initiate such suggestions. In 
short, where the stock of the company is 
closely held, I suggest that the controller 
be looked upon as a fiscal counsellor, and 
that he undertake the same responsibilities 
which we do in our fiscal counsel business. 
Here is one of the typical cases where we 
served as fiscal counsel, which explains 
what I mean: 


TEN ADvisoRs—TEN DIFFERENT PLANS 


The client told us: “I am_ sixty-six. 
verything I have is in this business. 
Cre is NO present market for its stock, 
80 I have no idea what value will be 


placed on it for estate tax purposes when 
I die. I don’t know how the money te- 
quired for these taxes will be raised, and 
I don’t know what will happen to the 
business or my family after my death. 

“I have two sons working for me in 
the business, and a wife and daughter 
who know nothing about the business. I 
don’t want either my wife or my daugh- 
ter to be dependent upon it after I die, 
because it is subject to too many uncontrol- 
lable hazards. I have had lots of free ad- 
vice from people who have ther own axes 
to grind, but no two of them are in agree- 
ment. Some years ago, for instance, an 
insurance friend arranged a contract 
whereby the company took out insurance 
on my life for the purpose of buying 
stock from my estate after my death, but 
my attorney says that the plan no longer 
has its original advantages. Another in- 
surance man sold me $200,000 of personal 
life insurance that is now subject to es- 
tate tax at very high rates, so the net 
amount available to pay taxes will be 
small. 

“One investment banker has been try- 
ing to persuade me to sell out the entire 
business. Another has proposed a merger 
with another company, to be followed by 
a public issue of securities. One broker 
tells me I must recapitalize and issue more 
common shares in order to retire the pre- 
ferred, while my bank suggests that we 
use bank loans for that purpose. It is in- 
teresting to note that the broker recom- 
mended selling the stock and the banker 
recommended a bank loan. In fact, each 
advisor seemed to be influenced largely by 
his training and environment. A local in- 
vestment dealer who has connections with 
a life insurance company suggests that we 
sell debentures to that firm. Our local 
bank has recommended that we borrow 
additional cash. To top it off, another 
company in our industry has offered to 
exchange its stock for ours. 

“Now, in the midst of all this my at- 
torney says that I should make large gifts 
to my family, with those for my wife and 
daughter being in trust, and those to my 
sons outright. I feel like the man who was 
advised to jump on his horse and ride off 
in all directions!” 

This man’s problem is typical of cases 
which come to us every week. We may 
recommend a merger or the sale of part 
or all of his business. If additional capital 
is recommended, we advise which form is 
best and which of the eight available 
sources should be used. This naturally re- 
quires the closest possible cooperation on 
our part with the controller, and these ex- 
periences have led me to believe that the 
controller is also a fiscal counsellor and 
that it would be helpful for him to com- 
bine estate planning knowledge and ex- 
perience with his other responsibilities. 

We have brought to our fiscal counsel 
business our experience in estate plan- 
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ning, our experience in investment coun- 
sel and our management planning experi- 
ence in advising top management on many 
business problems. How else could we 
have been in a position to advise the typi- 
cal client mentioned above—the 66-year- 
old president who had been given ten 
different recommendations by as many ad- 
visors? Likewise, if the controller of a 
closely owned company is not concerned 
with the estate problems of the owners, 
how can he decide: 


1. Whether preferred stock should be 
used, and if so, which of the ten forms 
is best ? 

. Whether bonds should be used, and if 
so, how to answer the twelve pertinent 
questions regarding the different types 
available ? 

3. Whether common stock should be 
used, and if so, how to make five de- 
cisions wisely ? 

4. Whether bankloans should be used, 
and if so, how to analyze the seven 
pertinent features of such loans ? 

5. Whether his company should merge 
with, or purchase, another company ? 

6. In the event additional capital is 
needed, which of the eight available 
sources should be used ? 


No 


It is easy to demonstrate that the per- 
sonal estate problems of owners of small 
companies affect such companies, but they 
also sometimes affect large corporations 
that are not so closely held. For illustra- 
tion, consider the case of a company which 
involved a wide ownership. 

In 1939, shortly after Mr. F. became a 
client of our investment counsel business, 
we pointed out that the large block of 
F. and Company preferred which he 
owned had no market, and might present 
serious problems if he should die at that 
time. The stock was not listed anywhere 
and, because the company’s capital struc- 
ture was topheavy with preferred stock 
and indebtedness, it was not salable to in- 
vestment bankers for a public offering. 

We suggested to Mr. F. and his ad- 
visors that the capital structure be re- 
vised by having less preferred and more 
common, and that the new preferred be 
listed. We were then told that a con- 
flict might arise between the interests 
of the common stockholders and the 
preferred stockholders. For instance, a 
Mr. S., and other important stockhold- 
ers, owned only the common, while 
three trust companies owned the pre- 
ferred in trust estates. Before anything 
could be done, we were told, it would 
be necessary to get Mr. S., certain heirs, 
three trust companies, a Mr. X., and a 
roomful of lawyers all agreed on the 
same plan. Mr. F. asked if we were will- 
ing to undertake the job, and we con- 
sented. We were confident that it would 
not be too difficult to do because we had 
planned the estates of both Mr. S. and 
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Mr. F., and had had financial dealings 
with the trust companies concerned. 

As a result, the capital structure was 
revised, the new preferred was listed 
and sold above par. The revised capital 
structure was of material benefit to the 
company, but it could not have been ef- 
fected if the principal holders had not 
been approached on the basis of its ef- 
fect on their personal estates, that is, on 
an estate planning basis. 


SUMMARY 


I can summarize this subject by sug- 
gesting that controllers and other chief 
financial officers, in preparing for the 
uncertain future, give consideration to 
the following: 


1. The future for corporations is more 
uncertain today than at any time in the 
past. 

2. Financial preparedness is easier—and 
less costly—to accomplish than ever 
before in our history. 

3. When new capital is raised, however, 
it is important to raise enough—and 
to do so in the form which avoids un- 
necessary risk. 
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4. Costly fluctuations can be avoided by 
means of mergers and consolidations 
designed to round out production and 
distribution, and to ‘Stagger’ the earn- 
ings cycles. 

5. Management must be provided with 
adequate incentives, the best of which 
is the acquiring of an ownership in- 
terest in the company. 

6. The estate problems of large stock- 
holders must be taken into considera- 
tion in all financial planning for the 
corporation. In other words, the con- 
troller’s function ideally combines fiscal 
counselling and estate planning. 

7. When additional capital is needed, 
eight sources are available. The con- 
troller will analyze each and select the 
one which fits his needs best. 


As busy as financial management is 
today, this program is not optional: it 
is imperative. Unless we grapple with 
this problem of financial preparedness 
for all contingencies—including those 
which grow out of the individual stock- 
holder’s personal estate problems—we 
will be unable to protect our businesses 
against the uncertain future. 


Government Pricing and the National Economy 


The following observations are the digest of 
an address presented by Leonard E. Read, for- 
merly executive vice president of the National 
Industrial Conference Board, New York, at the 
Midwestern Conference of the Controllers In- 
stitute of America, in Detroit. 

—The Editors 


Rent control seems to be the last fort planned 
by the price controllers. It is admitted by them 
to be their strong point. If the idea of rent 
control can be demolished, then the case for all 
other controls is lost. If there is no case for 
rent controls, then there is no case for any 
wage or price controls. 

Rents today are lower in proportion to aver- 
age income than at any time for which we have 
records. In effect, relatively to most family in- 
comes, rents have been reduced since the estab- 
lishment of rent ceilings. Therefore, most peo- 
ple can afford to pay more rent than they paid 
in 1942, and to rent a more expensive place. 
One of the first things an individual or family 
tries to do as income rises is to move to better 
living quarters. Millions of Americans today are 
trying to do just that. This is the primary cause 
of the housing shortage. Current fiscal policy— 
giving millions of citizens fiat money, while at 
the same time putting ceilings on room rentals 
—combine to draw people out of the hills, and 
to change them from small-space occupants to 
large-space occupants. 

The government’s ‘‘we-gotta-look-after-the- 
people” argument assumes that renters are poor 
and that landlords are wealthy. There can be 
no other basis, whatever, for holding fixed the 
income of landlords (while their replacement 
and maintenance costs mount) in order to sub- 
sidize the renters’ income at the landlords’ ex- 
pense. 

Let’s take up the argument between those 
who rent and those who want to rent, assum- 
ing we have a situation in which there are 100 
houses and 101 families. What is the fair way 
to distribute the 100 houses among the 101 ap- 
plicants? Are we going to line up the folks ac- 


cording to height and say that everyone can 
have a house except the last in line? That is 
what the present “I got there first’ situation 
amounts to. So far as rationality or justice are 
concerned, the basis for selection might just as 
well be the color of their eyes or the shape of 
their ankles. 

In a free society we know only one way to 
get a fair distribution of scarce items. That is 
to allow the 101 families freely to compete 
among themselves in bidding away from each 
other the right to occupy the houses. 

It will be protested that this leaves the one 
with the least ‘“‘ability to pay’’ out in the cold. 
That is no answer, however, because the sup- 
posed social problem is that someone has to be 
left out in the cold, anyhow. If that is unjust 
for one family, it is equally as unjust for the 
next family. Furthermore, when the price of 
something is high, the use of it tends to be 
economized, as in the case of diamonds and 
fur coats. In housing, this is tantamount to say- 
ing that someone who has to economize on 
housing will try to get others to share the rent 
expense. 

In short, it would seem both good economics 
and good sociology to let the rents go up be- 
cause that is the only way to get everybody 
housed, short of peremptory quartering of 
others. Incidentally, it is also the surest way to 
get new houses built. 

If the housing built since 1939 and the 5 
per cent. or more vacancies existing at that 
time be compared with the increase in popula- 
tion, you will find that there is housing enough 
for everyone. 

If rent controls were removed, would not the 
poorest, instead of the less poor, be without 
housing or be impelled to accept more re- 
stricted quarters? Is it less unjust for the mid- 
dle-income doctor to be out in the street than 
for the village clerk? In a voluntary, individ- 
ualistic society, each man must be allowed to 
deal freely and in competition with every other 
man. This means that each.man is entitled vol- 
untarily to exchange what he produces for that 








which others produce. The one who gives most 
to the community is entitled to get the most 
from the community. If what the community 
has to offer is houses, then those who want 
them are entitled to bid them away from each 
other if they can. Rent control substitutes spe. 
cial privilege on the basis of happenstance oc. 
cupancy for economic justice. 

Why are many houses selling for double 
their prewar prices? There are two reasons. 
Rent ceilings create a demand in excess of the 
supply. Ceiling rents are not as enticing to 
landlords as selling the shanty at twice its pre. 
war price. Therefore, would-be renters buy 
houses at high prices. These purchases of 
houses at high prices are simply rents in an. 
other form. Rent ceilings are being raised under 
another name, that’s all. 

Price controllers would answer at this point, 
“Yes, that’s right. Let us put ceiling prices on 
the sale of houses!” 

This is the logical collectivist answer to 
wage and price controls. Go down that road, 
and there is no stopping until everything is 
controlled, including your wage, how long you 
work, where you work and what you eat. If 
every problem of oversupply or undersupply 
created by government interference with prices 
is to be dealt with by new extensions of gov- 
ernment authority, the trend toward authori- 
tarianism cannot stop short of the slave state. 

We have $135 billion of surplus purchase 
orders—“‘money”’ to most people. The exchange 
system cannot work in this-state of unbalance. 
Somehow this surplus money has to be steri- 
lized, destroyed. We are living in an atmos- 
phere of supposed wealth, when actually we 
are bankrupt. 

One way to accomplish a balance between 
purchase orders and goods would be for every 
American to work hard for one year for noth- 
ing. The goods in stock would then be equal 
to the purchase orders. The economic books 
would be in balance. We would go on to un- 
dreamed-of heights of prosperity. 

Obviously, such a program would not be 
subscribed to, but we could divide the working 
for nothing over five or ten years. If we spread 
this program over a decade, it would mean that 
we would get paid 10 per cent. less each year 
than we produced. At the end of the period our 
books would be in balance. 

Practically, this means we must quit “‘print- 
ing money.” It means we must drop all con- 
trols except those which destroy fraud, vio- 
lence and predation. It means that wages must 
not be based on the cost of living, but rather 
on what one’s services will bring in a free mat- 
ket—and that those wages will buy only what 
a free market price for commodities will per- 
mit. 

This, contrary to popular belief, does not 
really mean sacrifice. It means sacrifice relative 
only to false conceptions to our present status. 
It means opening up the road to opportunity 
once again. 


* * * 


Eighteen states eyeing the possibilities of fed- 
eral subsidies for municipal airport construction 
and the likelihood of greatly increased flying in 
the postwar years have enacted airport and avia- 
tion laws during legislative sessions. 

The following eighteen states made such 
laws: Minnesota, Pennsylvania, Nebraska, Tea- 
nessee, Montana, Iowa, North Dakota, Wash- 
ington, North Carolina, Illinois, Indiana, South 
Dakota, West Virginia, Utah, New York, Ar 
kansas, Texas and Florida. 


* * * 


A country that won't work, can't eat. The only 
foundation for wages and profits is production. 
The more and faster we produce the lower om 
prices and the higher our wages. GEORG 
TRUNDLE, Jr., The Trundle Engineering Co. 
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The Controller's Stake in 





Item Identification 


Every specialist accepts certain tools 
that he needs to use in his own field, but 
the principles and development of 
which lie in some other field of special- 
ization. You, as controllers, have no 
reason for questioning either the me- 
chanics or the usefulness of the auto- 
matic pencils you write with. Nor is 
there much more cause for questioning 
the basic mathematical principles and 
techniques that enter into your proce- 
dures and computations. 

You would not hesitate, however, to 
question the validity of a mathemati- 
cally correct average weight that was 
based on data measured partly in pounds 
and partly in kilograms. Somewhere in 
between this extreme case of fallacy, 
and the simple mathematical ‘two plus 
two equals four,” lies a zone in which 
the usefulness and dependability of even 
your mathematical tools should be chal- 
lenged. 

When it comes to the language we 
use for communicating ideas, it is an- 
other matter. Perhaps because language 
is such an early and fundamental part 
of our mental equipment, its validity 
and dependability have been more or 
less taken for granted by specialists in 
all fields except that of linguistics, the 
science that specializes in the field of 
language. In fact, it is only during the 
cutrent century that this science has at- 
tempted to view language as a tool for 
communicating ideas, and to determine 
its validity and dependability for this 
purpose. This sub-science of meanings, 
called semantics, while only in its in- 
fancy, has already reached amazing con- 
clusions, with many of which the spe- 
cialist in almost every field should be 
familiar if he is to avoid what are 
termed semantic fallacies. 

It is not our purpose to discuss “‘se- 
mantics for the controller,” but the far 
more limited subject of item identifica- 
tion. Nevertheless, since in a sense item 
identification is a language, and its de- 
bs aa as a specialized technique has 
resulted from the need of avoiding cer- 
tain semantic fallacies, it is desirable to 
discuss briefly some of the findings 
when language is investigated as a tool 
for use in the specialized field of the 
controller. This is particularly true of 
the language that is used to identify the 
items appearing on accounting docu- 
ments, 

When we deal with the barrel of a gun 
and the barrel that contains cement, or 





By Charles R. Simmons 


the drum of a windlass and the drum that 
contains gasoline, there is little danger of 
confusion. There is slightly more when 
we talk about a bolt that fastens a door 
and a bolt that fastens a machine to its 
base. Under certain conditions, however, 
misunderstanding can only be avoided by 
using a modifying word with each of 
these “bolts.” And how about a bolt of 
cotton ? 

When we pass from words such as 
those just cited that name articles them- 
selves, to words that name the character- 
istics of articles the situation becomes 
really “fuzzy.” The method of measure- 
ment to determine the length of a nail is 
quite obvious. The length of a machine 
bolt is usually taken as overall, but in 
some cases it is measured from the under 
surface of the head. Is the length of a 
screw to be from head to tip, or that of 
the threaded portion only? There are 
three distinct methods of measuring the 
length of a turnbuckle, and three ways of 
designating the thickness of a shackle— 
not the kind the sheriff uses. Again, of 
course, the use of a modifying word or 
phrase will save the day. But what if it is 
omitted on a bill of material presented for 
costing or on a record of issues? Or what 
if you cannot be sure what the modifier 
itself means ? 


ENGINE OR MorTor? 


Is the power unit of an automobile an 
engine or a motor? It does not make 
much difference which name is selected as 
long as it is then used throughout an en- 
tire organization. But what if a person 
lists a piece of equipment he is transfer- 
ring as a motor when it is carried in the 
fixed assets ledger under the name of 
“engine ?”’ 

When we come to deal not with en- 
gines (or motors), but with components 
and raw materials, the complications in- 
crease rapidly if the same article is desig- 
nated by two or more different names. 


How are you going to cost the drum for 
a winch, if it was purchased as the drum 
for a windlass, unless you have some way 
of knowing the two terms are synony- 
mous ? I recently noted one case where the 
identical article was purchased, stored, is- 
sued, and costed under the four separate 
names of cable, rope, line, and guyline, 
and the recorded costs varied more than 
20 per cent. 

These are just some of the high spots 
in connection with double-symbol con- 
fusion. The complication increases almost 
geometrically as more characteristics are 
included in the descriptions required for 
practical operating purposes. 

A fourth point is that, with lapse of 
time, there is frequently shift in emphasis 
of meaning. Especially with accounting 
operations that deal with fixed assets, 
there is danger that this semantic difficulty 
of shift of emphasis will lead both to er- 
roneous recording and costing and to loss 
of time, unless the system of item identi- 
fication originally applied had included 
provision against this very difficulty. You 
can all probably cite instances where, 
when a fixed asset was to be retired from 
service or even transferred from one loca- 
tion to another, it was impossible to deter- 
mine exactly which attachments, auxiliary 
equipment, and fittings had originally 
been included in the capitalized cost. 

So much for these points, which illus- 
trate one of the fundamental conclusions 
of semantics, namely, that there are sev- 
eral different basic kinds of language. 


“Fuzzy CONVERSATION 


A second kind of language is that of 
ordinary conversation. It is characterized 
by a ‘fuzziness’ of meaning, that may be 
awkward even in its context, but that by 
and large serves its purpose. It makes 
little difference whether a mechanic asks 
his helper for a wrench, a ‘‘whoozis” or a 
“dingus” as long as the helper knows that 








ITEM IDENTIFICATION: A BASIC LANGUAGE | 


The controller has a vital interest, not only in the adaptability of item identi- 
| fication to his operations, but also in its most salient features. Mr. Simmons 
| presentation, delivered at a meeting of the Bridgeport Control, explores terri- 
tory that is often overlooked. Controllers will be interested in the author’s view 
that “without an effective system of item identification, the work of the controller 
is sure to be hampered, if not dangerously impaired.” 
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—THE EDITOR 
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the wrench is wanted. But how would 
you like to get a receiving report of ma- 
terial listing 6 gadgets, 4 doggies, 2 
whoozises and 1 dingus? As a result of 
its fuzziness, the language of common in- 
tercourse must be ruled out for many pur- 
poses connected with accounting and con- 
trol, and especially for purposes of item 
identification. 

What we do need for these purposes is 
a language of precision that can be used 
in instructions and in describing the arti- 
cles that you are to deal with in your ac- 
counting records. This precise kind of 
language is often referred to as directive 
or technical. It usually has the disadvan- 
tage that, as it gains in precision, it loses 
in conciseness and in effectiveness for 
other purposes. It must perforce make use 
of numerous ‘definitions’ in order to 
avoid becoming so cumbersome that its 
usefulness is vitiated. Even so, it is dry 
and tedious, both to learn and to use, and 
we all like to avoid it whenever we can. 

Fortunately for our purpose, while item 
identification may be thought of as such a 
technical language, its scope is so limited 
that it can get by with relatively few defi- 
nitions. Furthermore, for most purposes it 
can be used in one or more abbreviated 
forms, so that far from presenting the 
awkwardness of most technical jargons, it 
can be both precise and concise. That is, 
it can be, if the system of item identifica- 
tion is designed with those ends in view. 

Of the terms used in item identification, 
we have to distinguish first between 
“item,” “‘article,” and ‘‘piece.” I do not 
propose to offer exact definitions. Rather 
I shall try to define by examples. 


WHAT IS “PIECE?” 


Let us start with “piece,” since in gen- 
eral this is the lowest integral unit with 
which material management and material 
accounting have to deal. We may say that 
by “piece” we mean “‘one of anything.” 
This is strictly true if the thing is an auto- 
mobile, an engine, an engine valve, a 
valve spring, or a piece of steel. It is 
equally applicable to a piece of sheeting, 
of coal, or even of sand, although in the 
last two cases, “piece” probably has no use 
beyond serving as'a basis for defining 
“article.” When we come to fluids, how- 
ever, we have to stretch the idea of piece 
somewhat so that it will mean the quantity 
of a homogeneous fluid held in a con- 
tainer, as, for example, a jar of jelly, a can 
of gasoline, or a drum of oil. 

For most of its purposes, item identifi- 
cation is not interested in the piece as 
such, and neither is the piece (except as a 
unit of measure) involved in most ac- 
counting procedures. 


WHAT Is “ARTICLE ?” 


On the other hand. the concept of “‘arti- 
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cle” is fundamental to both item identifi- 
cation and accounting. Roughly, “article” 
may be taken to designate a grouping of 
pieces that. are sufficiently alike in all re- 
spects so that, for some particular pur- 
pose, any one piece of the group may be 
substituted for any other. This is the sense 
in which the word is commonly used in 
“article of commerce” or in “article of 
production.” 

Thus all automobiles of a particular 
make and model may be grouped together 
as a single article. Similarly, all pieces of 
coal that meet certain specifications may 
be treated as the article ‘coal, having 
those specifications.” So, too, with jelly, 
gasoline, oil, etc., and in such an “article,” 
the container as such may usually be dis- 
regarded. 


WHAT Js “ITEM?” 


Finally, in our triad of terms, we come 
to “item.” Prior to our Army survey of 
item identification, the word ‘item’ was 
generally used in place of article as above 
defined. But item also means each separate 
listing on a document and as such may 
represent either an article, a piece, or 
some grouping of pieces that does not 
constitute an article. Because of this am- 
biguity, it was found advisable to adopt 
the term “article” for the particular mean- 
ing given it above, and to define “item” 
as any piece or any grouping of pieces. 

Thus an “item” on a bill of lading 
might represent several boxes containing 
either a quantity of pieces of a single arti- 
cle or various quantities of numerous atti- 
cles that are packed together for conven- 
ience of shipment. 

Each of this triad of words—item, 
piece, and article, may be used as a modi- 
fier of the word “identification.” In dis- 
cussing the fallacy of double meaning our 
examples were limited to article names. 
When we come to the word “‘identifica- 
tion,’ we have to deal with a term that 
has not just two distinct meanings, but a 
multiplicity of them. In fact, investiga- 
tions in connection with item identifica- 
tion have disclosed over thirty such mean- 
ings that are sufficiently different so that 
failure to distinguish between some par- 
ticular pair of meanings leads to fallacious 
reasoning or processing in the ‘‘identify- 
ing’’ of pieces or articles. 

For our purposes, we can dispense with 
all but three of the numerous meanings of 
identification, and can distinguish and tie 
each of those three down by means of a 
modifying word. ‘Item identification” can 
thus be roughly taken to mean the ways 
used for describing, designating, or other- 
wise “identifying” ezther, first, an article 
such as a Ford engine or, second, a piece 
such as a particular Chevrolet truck or, 
third, any group of pieces that do not con- 
stitute a single article, such as a box of 
miscellaneous commodities ordered by a 
farmer from a mail order house. 





On the other hand, for the purposes of 
item identification, ‘‘article identification” 
will be most useful if it is roughly taken 
to mean the particular descriptions, sym. 
bols, and other characteristics that are pre- 
scribed as the means first for distinguish. 
ing the article to which it applies from all 
other articles and second, for making 
known the pertinent characteristics of the 
article to those interested in finding out 
what these characteristics are. 

For example, “1941 green Plymouth 
sedan” is sufficient description to distin- 
guish that article from other models of 
Plymouth and from other makes of auto. 
mobiles. For certain purposes, however, it 
may be desirable to know the horse power, 
the length bumper to bumper, and so on, 
On the other hand, a detailed description 
of the connecting rod, that did not in- 
clude a statement of the model or models 
of automobiles for which it is needed as a 
spare part, would not be sufficient as arti- 
cle identification for any of the purposes 
of maintenance. The amount of detail to 
be included in the article identification, 
therefore, depends to some extent upon 
the purpose for which the identification 
is to be used. 

To complete the picture, “piece identi- 
fication” would then mean the descrip- 
tions and symbols needed to distinguish a 
particular piece from every other piece, 
whenever it is necessary or desirable to 
make such distinction. Piece identification 
is of particular importance in connection 
with so-called “‘registered articles” such as 
fixed asset equipment or expensive dies 
that may not be capitalized but each piece 
of which is given a distinguishing serial 
number. 

Since any piece to which piece identifi- 
cation is applied also has its appropriate 
article identification, this latter set of de- 
scriptions can usually be used to “identify 
the piece as a particular article” and the 
remainder of its piece identification can be 
reduced to a serial number or symbol. 


Thus the Plymouth sedan could be un- 


equivocably distinguished as a piece by its 
just cited article identification plus its 
factory number. 

So much for our basic definitions. In 
and of themselves, they may appear to 
have little to do with the functions of the 
controller. Yet as we have been sketchily 
thinking about them, it has probably oc 
curred to you that the basic subject mattef, 
the ultimate things we deal with in all ac- 
counting transactions and concerning 
which we compute costs, are in most cases 
the individual “articles” as defined above. 

Returning then to that definition, you 
may have noted that it is not precise but 
has an ‘open end,” in that the grouping 
of pieces under an article is sufficient “for 
some particular purpose.” As long as this 
phrase is needed, the idea of article itself 
has multiple meanings and great cafe 
must be exercised in its use, if semantic 
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fallacies are to be avoided. The question 
naturally arises, why not eliminate the 
hrase and arrive at a precise meaning for 
“article.” 

THE ARMY SURVEY 


This was attempted early in our Army 
survey. It was relatively easy to arrive at a 
recise meaning for “article of produc- 
tion” as the grouping of all pieces made 
to the same engineering drawings and spe- 
cifications. Such an article can be ade- 
quately designated and distinguished by 
its specification and drawing numbers to- 
gether with the name of the company or 
agency that prepared the drawing. This 
seemed like an ideal solution until it was 
discovered that the plethora of articles of 
roduction necessitated the cataloging of 
far more articles than were needed for 
purposes of procurement, storage, issue, 
and use. 

Two articles of production might have 
all characteristics identical, but because 
they were designated by different maker's 
names and different drawing numbers, the 
fact that they were fully interchangeable 
might never be known. Or two articles 
might differ slightly in minor details that 
would in no way prevent them from being 
fully interchangeable each for the other 
in use. For example, a maker's trade name 
embossed on a wrench would make it a 
different article of production from 
wrenches made to exactly the same speci- 
fications by others. Such articles may be 
said to have identical performance charac- 
teristics. 

This seemed like another happy solu- 
tion—to treat as a single article all those 
pieces that had the same performance 
characteristics. But this brought together 
as a single article assemblies such as en- 
gines that might be identical as to per- 
formance but differ completely as to spare 
parts or as to overall dimensions so that 
one could not fit into a space where the 
other could be used. Likewise, two pieces 
of steel pipe might be identical as to per- 
formance but might differ completely as 
to threading or other methods of cou- 
pling. 

As a result of these and other complica- 
tions, the conclusion was reached that it 
was impracticable to define “article” pre- 
cisely and that the “type” of article would 
have to be determined as bestfitted the 
particular circumstances under which it 
was to be applied. The determination of 
this “type” thus becomes one of the major 
projects in setting up an effective system 
of item identification. It is chiefly a sub- 
ject for engineering decision, but the con- 
troller has a vital interest and should have 
a hand in it, first because the recognition 
of too great a number of articles increases 
his volume of work, since he has to estab- 
lish costs and to maintain records for 
each, and second, because recognition of 
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too small a number may lead to averaging 
costs of unlike pieces beyond the point 
where such averaging is safe, or to the 
combining on stock record cards articles 
that cannot be treated alike for other pur- 
poses. 

Branching off from the major problem 
of types of articles are various questions 
concerning both inferior substitutes and 
breadth of tolerances. 

“TOLERANCE PROBLEMS 

Take aluminum sheets for an example 
concerning breadth of tolerances. For cer- 
tain manufacturing processes that utilize 
aluminum as a raw material, it is essential 
that the thickness of the sheet have a very 
narrow tolerance. For other processes a 
much broader tolerance may be acceptable. 
We all know that as tolerances are nar- 
rowed, the cost and consequently the price 
of a product is increased. There is there- 
fore a considerable premium on the pur- 
chase cost of the narrow tolerance sheet. 
Yet if the same plant or company uses 
sheet of both broad and narrow tolerances 
in thickness, and designates the two arti- 
cles in the usual manner, as, for example, 
0.120 plus or minus 0.002 and 0.1200 
plus or minus 0.0005, then a piece that 
falls under the narrow tolerance article 
also falls under the broad tolerance article 
and if provision is not made in the system 
to prevent it, the narrow tolerance piece 
may be used wherever the broader toler- 
ance is specified and may be costed as if it 
were the latter. 

This leads us to the question of substi- 
tution and substitutability. There appears 
to be no argument but that two pieces 
should be treated as the same article when 
they have approximately the’ same cost 
and when their other characteristics are 
sufficiently alike that either one can be 
substituted for the other for all practical 
purposes. 

The dangers of violating this principle 
were aptly and forcefully illustrated by an 
incident that came to our attention during 
the war. For obvious reasons, the details 
cited will be fictitious. It seems that dur- 
ing the invasion of one of the Pacific Is- 
lands, a certain tank bearing wore out 
rapidly. The supply officer at the base sev- 
eral hundred miles away received a radio- 
gram calling for a considerable quantity 
to be flown to the front at once. He 
checked his warehouse and found he was 
out of stock. In his need, he telephoned 
the supply officer of another technical 
service. After checking, the latter tele- 
phoned back, ‘“We have none either, but 
we have the identical bearing under a dif- 
ferent article description and number.” 
The first supply officer checked his own 
warehouse and found not only that he too 
had an ample supply under the second 
designation, but that they were marked 
“overstocked.” In this same field of bear- 
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ings, a joint study by the Army and Navy 
disclosed that the same bearing, made to 
the same specifications, was being carried 
under more than 200 different article 
identifications throughout their supply op- 
erations. 

As far as item identification is con- 
cerned, it appears necessary to distinguish, 
by means of its article identification, any 
article that is a superior substitute from 
any or all of its inferior substitutes. I feel 
sure that you will agree with this, if there 
is any considerable difference in costs. We 
need not go into the other reasons that 
make the use of this principle desirable 
and even necessary from the viewpoint of 
material management. 

When it comes to distinguishing among 
two or more inferior substitutes, however, 
this is necessary from the standpoints of 
item identification, and of material man- 
agement, only in those cases where an in- 
ferior substitute has either a prescribed or 
preferred use of its own, where its cost is 
much less than that of the preferred arti- 
cle, or where it has no permitted use even 
as a substitute. Otherwise, all inferior sub- 
stitutes, no matter how diverse in charac- 
teristics, may effectively be lumped to- 
gether as a single article and may properly 
be described by the article description of 
the preferred article, to which would be 
added “permissible substitute” with what- 
ever broader tolerances may be necessary 
to exclude substitutes that are not permis- 
sible. Probably many of you will contend 
that this principle is contraty to good ac- 
counting theory and practice, especially 
where the various substitutes have consid- 
erable differences in cost. I believe if you 
will analyze it carefully, however, you 
will find that its advantages far outweigh 
its disadvantages, with respect not only to 
material management but also to account- 
ing itself, particularly where standard 
costs are used. 

I do not propose to go into detail con- 
cerning most of the elements of article 
identification nor to touch on the prob- 
lems arising from them. Suffice it to say 
that it has been found convenient to break 
the article identification down typically 
into the article description, the functional 
description, the packaging description, the 
unit of measure, and the article number or 
symbol. 


ARTICLE DESCRIPTION 


Of these, the article description forms 
the backbone of any effective system of 
item identification. Typically it consists of 
the article name, as a sort of keystone, to- 
gether with various performance charac- 
teristics, various physical characteristics 
and possibly one or more references. It, 
and it alone, must be sufficient, not only 
to distinguish the article to which it ap- 
plies from every other article, but also to 
inform any person referring to it whether 
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or not the article will fulfill whatever re- 
quirements he has in mind for a particular 
use. 

As to the article number or symbol, I 
usually note faces light up whenever I 
have occasion to use those words in dis- 
cussing the general subject. Perhaps some 
of you have been thinking, “Why doesn’t 
he get to symbolization or numbering and 
be done with it? Doesn’t the article num- 
ber constitute in itself a precise language 
of identification ?” 

I do not blame anyone for asking those 
questions. The idea has been quite preva- 
lent that once an effective numbering sys- 
tem has been designed and applied, the 
entire problem of item identification is 
solved. In fact, when we first undertook 
the Army project, our task force was often 
referred to facetiously or otherwise as 
“the numbers racket.” 

The answer, however, is—yes, and no. 
Yes, in that the numbering or symbol sys- 
tem is in a sense the last step in the num- 
erous processes that produce a system of 
item identification. Yes, also, in that, if 
we could avoid the intrusion of human 
error, the article number alone would 
serve completely and unequivocally to 
identify each article in the great majority 
of instances in which it is necessary to fe- 
fer to it. 

But the answer is “no” in that the arti- 
cle number is but one of the numerous 
elements in an effective system of item 
identification. It is “‘no’’ in that the correct 
article number alone is insufficient on pur- 
chase orders and in catalogs for use by 
those who must know whether a particu- 
lar article meets their requirements. It is 
“no” in that human beings do make er- 
rors,especially in copying numbers and 
that such errors may lead to very costly 
results. 

I might cite the results of an investiga- 
tion conducted early in the war by one of 
the Army technical services. They set out 
to test the accuracy of the article number 
as the sole means of identification on 
documents. To prevent the results becom- 
ing too disastrous, they limited the test to 
issue requisitions and kept an accurate 
record of hits and misses. Out of several 
thousand live items tested, the misses ran 
well over 10 per cent. Granted that they 
were using a twelve-digit number and that 
errors tend to increase geometrically as 
the digits increase arithmetically, the 
misses, where dependence is placed on 
the number alone, are too great for busi- 
ness operations and especially for account- 
ing purposes. To cite one instance, an ofh- 
cer who requisitioned a couple of desks 
was amazed the next morning to find in 
his office two cases of GI shoes. Just a 
transposition of the first two of the twelve 
digits. 

Consequently, we are forced to fall 
back on the article description as a con- 
comitant to the article number or symbol. 
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But if the article description is to fulfill 
its catalog function of making known the 
pertinent characteristics of the article, it 
is frequently too long and too cumber- 
some for-use on operating documents, on 
name plates, on piece tags, on package 
markings and on bin tags. It therefore be- 
comes imperative to abbreviate or con- 
dense it for these purposes. If each person 
is permitted to arrive at his own spon- 
taneous abbreviation or contraction, we 
will get almost as much confusion as if 
we permitted the “whoozis-gadget’’ fal- 
lacy in the article description itself. I defy 
anyone to prepare costs or other account- 
ing records based on many of the spon- 
taneous abbreviations I have seen, such 
as “100 ft. of 3 inch rope,” (but what 
kind of rope?)—“'1 ton alloy steel rod,” 
(but what alloy ?). 

Much information in the full article de- 
scription, needed for purchasing and for 
material management, can be eliminated 
in a field description for use in catalogs 
or listings that are used for requisitioning 
for issue. Other elements that are needed 
in the field description and for material 
management can be eliminated from a 
condensed purchasing description. For 
most internal operating documents, a 
minimum description consisting of the 
article name and one or two critical char- 
acteristics will serve as a signal that the 
accompanying article number or symbol 
is or is not correct. An example of such 
minimum identification (the minimum 
description and the symbol) is ‘108051 
Bolt. 34 x 7%.” Each of these shortened 
forms must be indicated for each article 
in appropriate catalogs or other listings. 

The catalog system is itself an impor- 
tant element in the entire system of item 
identification. We do not have time to 
discuss its features except to note that its 
design should be based on the principle of 
maximum usefulness to those users who 
must have most frequent recourse to it. 
Too often, it is found that operating cata- 
logs have been designed for the conven- 
ience of the cataloger rather than the cata- 
log user. 

Finally, a complete system of item 
identification must include rules for the 
development and application of its various 
elements, together with explanations, so 
that personnel having to deal with the 
identification of items can follow the sys- 
tem as prescribed. Otherwise, the best sys- 
tem will break down and the effort spent 
in designing and developing it will be 
largely wasted. For the chief value of 
item identification lies in its accurate daily 
usage on hundreds or even hundreds of 
thousands of documents, starting with 
purchase requisitions or engineering speci- 
fications and drawings, running through 
purchase orders, purchase invoices, receiv- 
ing reports, factory issues and receipts, 
and ending with shipping documents and 
customers’ invoices. At many points in 








the flows of these documents, the item 
identification on them has to be matched 
with that on other records such as bin 
tags, package markings, stock record cards 
and cost records. 


CONTROLLER’S PosITION 


In all this variegated interplay of de. 
scriptions and symbols, the controller o¢. 
cupies a somewhat unique position. He js 
“on the receiving end” of most of the 
various flows. Consequently, whatever in. 
adequacies there are in the actual system 
of item identification, and whatever errors 
are made and not caught and corrected in 
even the best of systems, all pile up on 
his doorstep. In many cases, it appears to 
be his function to arrive at accurate costs 
and operating statistics in spite of, rather 
than because of, the item identification, 

Throughout the above discussion vari- 
ous illustrations have been given as to the 
ways in which item identification affects 
the controller. In conclusion, it may be 
well to list some of the most important 
ways in which the controller has a “stake” 
in an adequate and effective system of 
item identification. Such a system is in- 
dispensable both for fixed asset account- 
ing and for the establishment and control 
of betterment programs. Without it, the 
costing of products and particularly the 
establishment of standard costs is likely to 
become a travesty. It is essential to the 
taking of physical inventories and to the 
costing of these inventories for audit and 
control purposes. It is equally important 
for purposes of budgetary control and of 
purchase price control. It is an indispen- 
sable tool of material management, espe- 
cially in the prevention of “denial of sup- 
ply” in the control of inventory size and 
turnover. 

The question has been raised as to 
where the responsibility for item identifi- 
cation should be placed in a large busi- 
ness organization. There has been a tend- 
ency in the past to divide this responsibility 
among engineering, purchasing, produc- 
tion, and sales. As a result, it is usually 
found that a business has not one but sev- 
eral systems of item identification and that 
these lead to a considerable degree of con- 
fusion. Since item identification “cuts 
across the board” it undoubtedly should 
be the responsibility of a relatively high 
level of management. Where material 
management is recognized as an indepen- 
dent function, item identification can 
properly be assigned to it. Where this is 
not practicable in an organization struc- 
ture, the controller would seem to have the 
greatest single stake in effective item iden- 
tification. I, therefore, throw out this 
question: Should not each of you, as 4 
controller, investigate the adequacy and 
effectiveness of the present system of item 
identification in your company and, if it 
is found to need improvement, take the 
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Jead in instituting the necessary corrective 
measures ? 

To sum it all up, I trust that, in the 
foregoing sketchy presentation of a sub- 
ject that could well fill several volumes, I 


have been able to indicate, first, that item 
identification is a basic language of com- 
merce and industry, second, that the con- 
troller has a vital interest not only in its 
availability to his operations but also in 
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some of its salient features, and last but 
not least, that without an effective system 
of item identification, the work of the 
controller is sure to be seriously hamp- 
ered, if not dangerously impaired. 


Facts Are a Must in Our Business 


The Evans Products Company likes to 
base its operations on facts—complete 
detailed facts about every phase of its 
business that leave nothing to guess- 
work. Ours is a manufacturing business, 
and our products consist of such varied 
items as oil burning furnaces, space and 
water heaters, auto and utility loaders, 
‘bus heaters and ventilators, auto railers, 
trafic barriers, auto battery separators, 
venetian blinds, molded plywood prod- 
ucts, and various lumber by-products. 
We have six plants, two of which are lo- 
cated in Detroit, one in Lexington, 
Kentucky, one in Coos Bay, Oregon, 
one in Vancouver, Washington, and 
one in Los Angeles. 

With such varied products and wide- 
spread plant locations, control over op- 
erations is, necessarily, more complex 
than where products are more related 
and manufacturing facilities are more 
centralized. Nevertheless, complete con- 
trol is exercised over every phase of op- 
erations. 


TWELVE MONTHS’ BUDGET FORECAST 


We always have in force monthly 
budgets extending twelve months into 
the future covering every phase of our 
operations. As soon as the current 
month’s operation is completed, the 
budget is projected one month further 
into the future. , 

These budgets are based on a detailed 
estimate of sales by models. With this 
as a basis, detailed statements are pre- 
pared covering Profit and Loss; Selling 
and Advertising Expense; Engineering, 
Development and Experimental Ex- 
pense; Administrative Expense; Plant 
Departmental Expense; Total Manufac- 
turing Expense; and Working Capital. 
Provided with such statements for each 
product sold and for the company as a 
whole, management has a complete pic- 
ture of the finances required to carry 
out their program. It will be able to de- 
cide whether plant facilities are ade- 
quate and, if not, whether to provide 
additional facilities or to curtail the 
program. 


STATEMENTS AVAILABLE EARLY 


By the fifteenth of each month, man- 
agement is provided with statements 
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showing results of last month’s opera- 
tions; variations from last month’s 
budget; also result of operations this 
year to-date, budget this year to-date 
and variations this year to-date. Thus, 
management has an opportunity every 
thirty days to compare operations with 
the budget and decide what to do where 
untoward variations from the budget 
exist. 

Statements of cash on hand and in 
each bank, balance due on accounts re- 
ceivable and balance owed on accounts 
payable, accrued payroll, and such, are 
given management daily. 


Costs AVAILABLE DAILY 


Every month an operating budget is 
prepared for the succeeding month's 
operation. This budget; based on sched- 
uled production for the coming month, 
is prepared in great detail with the as- 
sistance and approval of operating 
heads. Actual costs and expenditures 
are summarized and distributed by de- 
partment and product classification, pro- 
viding daily and month-to-date costs 
(Figure A). This distribution is made 
in quadruplicate, one copy being sent 
to the interested operating head and the 
others to executives of the company. 
Thus, the operating head and manage- 
ment have an opportunity to compare 
actual daily expenditures with budgeted 
expenditures and immediately take any 
corrective measures that may be neces- 
sary. 

The operation of this plan is quite 
simple. Time tickets for productive la- 
bor are calculated in a manner which will 
be described later. Time tickets for non- 
productive labor are figured on a calcu- 


lator and, since they are simply a matter 
of multiplying hours times rate, many 
of the calculations can be made men- 
tally. The tickets are then sorted and 
summarized with a Burroughs Summary 
Distribution Machine, daily and monthly 
totals by department and product clas- 
sification being obtained automatically. 
The daily totals for productive labor 
are obtained from the labor variance 
machine operator and entered in the 
spaces provided. 

That this plan is sound is shown by the 
fact that at its inception, $.38 of every 
dollar spent for labor was for productive 
labor and $.62 for non-productive. At 
the present time, $.52 of every labor 
dollar spent is for productive labor and 
$.48 for non-productive. What is more, 
we believe that this ratio can be im- 
proved still further. 


DaiLy LABOR VARIANCES BY MAN BY 
OPERATION 


On productive labor, we prepare a 
daily variance report showing variances 
from our standards in hours and money 
by man be operation (Figure B). This 
gives us a good picture of the efficiency 
of our operation. It localizes weak spots 
to individuals and operations and en- 
ables us to take the necessary corrective 
steps intelligently. Our dealings with 
our men are based on undisputable facts. 

Another fact worth mentioning is 
that our costs now are 106 per cent. of 
standard, whereas before they were 150 
per cent. 

Our standards are set with the ap- 
proval of union shop stewards and, 
therefore, are accepted as being fair. 
Unusual variances can be investigated 
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| GETTING THE FACTS 


Through the system used by Evans Products Company, of which Mr. Evens 
| is treasurer, it has doubled its volume and reduced its office staff, at the same 
| time that it has made available information daily “when we can still do some- 
| thing about it,” as the author phrases it. The illustrations accompanying the | 
article will hold an additional interest, since they aid in the explanation of how | 
| hours and many labor variances are accounted for by man and by operation, | 
| as well as how non-productive expenses and expense account totals-to-date are | 
developed daily. Mr. Evens has found that this can be done efficiently and at | 
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FIGURE A 





hours and amounts are accumulated and 
cleared on control cards. 

The cards are then passed to the Bur. 
roughs Bookkeeping Machine where the 
Variance Report is prepared, showing 
detailed variances in hours and amounts 
by each man by operation (Figure B), 
Totals of actual and standard hours and 


fact that we obtain a daily meas- 
urement of each man’s efficiency. 

The operation of the system is 
quite simple. Time tickets are 
made out by the timekeeper, 
complete except for the rate 
which is filled in at the office 
where the unit cost and standard 
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the day after they occur when the cir- 
cumstances surrounding them are still 
fresh in everyone’s mind. That we have 
been free from labor disturbances can 
be attributed in large measure to the 


hours per hundred units are also 
checked. The tickets are then extended 
with a Burroughs Printing Calculator, 
showing actual hours and amount, pieces 
produced, and standard hours and amount 
(Figure C). Both actual and standard 


amounts are accumulated which must 
balance with the totals accumulated dur- 
ing the ticket extension operation. The 
totals are cleared by departments by 
products and are passed on to the sum- 
mary distribution machine operator for 























































































































VARIANCE REPORT 
* pert ROD] EMPLOYEE | OPERATION PART pats ACTUAL STANDARD Ri AMOUNT STANDARD 
NUMBER NO. NUMBER NUMBER NUMBER HOURS HOURS VARIANCE EARNED AMOUNT VARIANCE 
1681) 217,;11 123,456Wu 5 6.00 580- 204 750 7.10- 404 
219,;12 123761wu 5 200 210> 1 OcR 220 250- OCR 
cei, 2.7 216511pu 5 6.00 6.00- Oocr 6.00 $.75> 25¢ 
222,;12 123761pu 5 400 i te ages 25% 480 520= Aoce 
223,13 176,351 5 420 400- 20# 441 400- 414 
i 3 211610pUu 5 2.00 PT ad 23cr 210 211=- O16R 
ul 5S 151.50|,15020- 130#/|157.56 15627= 129% 
DEPARTMENTAL VARIANCE LEOGER e 
} 
EVANS PRODUCTS COMPANY 
/6-3/ 
DATE ‘moun eOuns. VaRIANCt CARNED AMOUNT. vamiance 
We 2 11030/11560- 5.308 | 11367 t2:780— 4.13568 
Sanaa Rat ee) 27120/)26912= 208%) 28012 27960- 526 
we 5 15150/15020- 1308 /|15756 15627= 129% -_ 
FIGURE B ees ne Sai 











er man — 























ed and 


1e Bur- 
ere the 
lowing 
nounts 
ire B), 
irs and 
1 must 
>d dur- 
1. The 
nts by 
e sum- 
or for 


i 











The Controller, August, 1946 



























































DISTRIBUTION LEDGER 


/6-8/ 














iene 
a os row Road -— : : oa = zz 
ge /6 9p si | 273| an b/o 
b L 301 = TaRDaRD HOURS fo STENSEES SEOURT 
setoa : or a” = = on 
pee *A° Prawr *A® 








entering on the daily distribution report 
(Figure A). 

The Variance Report is then sum- 
marized by products and a product 
Variance Report (Figure D) is prepared 
showing yesterday's performance. This 
report is blueprinted and copies are for- 
warded to all interested persons. 


ADVANTAGES OVER PRIOR PLAN 


Before we installed our present sys- 












FIGURE C 


tem, we were using punched cards and 
obtained periodic reports in summary 
form showing what transpired thirty 
to sixty days ago. It was not detailed 
enough to localize weak spots and even 
if it had been, it would have been too 
late to do anything about it. Thus, our 
labor relations were always at odds as it 
was apparent to both labor and manage- 
ment that the claims of neither could be 
supported by facts. 


FIGURE D 


have these detailed variances 
proved a burden. As a matter of fact, 
since this system was started we have 
doubled our volume and our office staff 
is smaller than it was formerly. The 
most important thing, however, is the 
fact that we get this information daily 
when we can still do something about 
it, rather than thirty to sixty days later 
when it is “history.” 
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Depreciation Policies Discussed 


Annual depreciation charges are based almost 
exclusively upon the original cost of fixed as- 
sets, rather than the cost of replacement. This 
raises the question whether current deprecia- 
tion charges are adequate for a period when as- 
set replacement costs are rising, “The New 
York Journal of Commerce” pointed out re- 
cently. 

The question is all the more important, it 
States, because managements usually dislike to 
retire from use machinery that has been only 
Partially depreciated on the books. The Ma- 
chinery and Allied Products Institute reports 
that “it is not uncommon to find, even in enter- 
Pfises that ignore book value in making re- 
placements, a general feeling that capital assets 
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ought to be kept in commission over the serv- 
ice life assumed for depreciation purposes.” In- 
adequate depreciation charges thus tend to keep 
less efficient plants and equipment in operation, 
which affects productivity adversely. 

There is general agreement that the battle on 
rising costs can be won only through increasing 
productivity per man hour in American in- 
dustry. Higher living standards also can be 
achieved only through greater productivity. 
Higher productivity, in turn, is dependent in 
large measure upon the substitution of more 
efficient machinery for existing industrial equip- 
ment. Any influence that discourages equipment 
replacement interferes with economic progress. 

Machinery manufacturers have undertaken 
a comprehensive research program to help 
formulate “a dynamic equipment policy for 


America.” They will attempt to measure the 
adequacy of the present depreciation charges of 
American industries, in the light of rising 
prices and other pertinent factors. Business 
managements, from such studies and critical ap- 
praisals of their own experiences, will be in 
position to reappraise critically the depreciation 
policies they now pursue to provide for re- 
placement of capital assets. 


* % 


Housing is largely a second-hand business. 
The Twentieth Century Fund says that on the 
average, used houses account for roughly 
three quarters of annual sales and that prob- 
ably half of all the rented dwellings in the 
United States are used single-family houses. 
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| Scanning the Controllership Scene 








You Can't Bake with a Cold Oven! 


If all existing corporation profits, all dividends to investors and 
all incomes of $25,000 or over were turned into employee wage ac- 
counts, “the total would hardly be enough to result in a 5 per cent. 
wage increase across the board.” 

This statement was made recently by Hiland C. Batcheller, presi- 
dent of Allegheny Ludlum Steel Corp., to refute labor leaders’ state- 
ments that still higher postwar purchasing power should come from 


profits. 

“To have more pie to divide, no matter how you divide it,” 
Mr. Batcheller asserted, “you must bake more pie. And you can’t 
bake it with the oven fire out!” 


Benefits from Byrd-Butler Act 


The first audit of a government corporation, as required un- 
der the Byrd-Butler Government Corporation Control Act, cov- 
ered Federal Prison Industries, Inc. Although this corporation 
has been classed as a nonrevenue producing agency, the auditors 
found that a cash balance of $13 million had been accumulated 
from the operations of 50 industries in 20 institutions, reports 
Citizens’ National Committee. 

This $13 million, the audit report declared, is at least $11 
million in excess of the requirements of the corporation and it 
recommended that this amount be paid into the Treasury. 


Banks Are Building Reserves 


Commercial banks are plowing back a substantial part of 
their earnings into the capital account rather than paying 
them out to stockholders, and thereby building up reserves 
for less favorable times. That is one of the findings in a re- 
cent report of the State Bank Division of the American 
Bankers Association. 

Reflecting chiefly salary and wage increases, current op- 
erating expenses of 8,930 state-chartered commercial banks 
in the country, rose 13.7 per cent. in 1945. The percentage 
of gross earnings which current operating expenses repre- 
sented however, dipped to 63 per cent. from 63.6 per cent. 
the year before. Interest paid on time and savings deposits 
advanced by 26.2 per cent. 


Federal Debt Is Twice All Other 


Take the entire corporate debt in this country, add all mortgages 
and the obligations of state and local governments, then multiply by 
two. The result will be just a bit more than the federal debt, which 
is roughly equivalent to two-thirds of all the money owed through- 
out the country, excluding life insurance policies, bank deposits, 
and short-term debts between individuals and unincorporated busi- 
nesses. 

According to the Life Insurance Companies in America, the gov- 
ernment’s debt in June was around $252 billion; this figure being 
arrived at by deducting the Treasury cash balance from the an- 
nounced federal debt of $278 billion. Federal Reserve figures indi- 
cate that all other debts are approximately $130 billion. 

At the end of the last war, government debts totaled $25 bil- 
lion against other debts of $92 billion. 


Use of Escalator Clauses Growing 


Because of price changes, protection against cost uncertainties 
is being increasingly sought by manufacturers through the use 
of price adjustment or escalator clauses in contracts, reports the 
National Industrial Conference Board, as a result of a recent 


survey. 


Increase in Government Personnel 
Between December 1932 and August 1945 








= 
Increase in employ. 
ment 


























Agencies ___ 
December December August 1945 over 1945 one 
19232 1939 1945 1932 1939 
ies establishments.... 467,650 706,700 957,683 490,033 250,983 
mergency war agencies. . . J Sa eet 159,773 159,655 4 
War Department, inside the —— 159.773 
G United States.......... 49,101 123,273 1,077,179 1,028,078 953,906 
Navy Department........ 46,936 98,863 721,342 674,406 622.479 
War Department inside ies 
aes Liem and total 
Navy Department.... 96,037 222,136 1,798,521 1.702.484 
Total, exclusive of War = 1576.38 
Department _outisde 
¢ the United States. .... 563,805 928,836 2,915,977 2,352,172 1,987,141 
War Department, outside he 
the United States....... (4) (1) 3 733,792 733,792 733,792 
Entire Government..... 563,805 7928,836 3,649,769 3,085,964 2,720,933 








4 Figures not available. 
2 Excludes 57,918 emergency relief employees. 
3 As of June 30, 1945. 


Source: Addttional Report of the Joint Commiitee on Reduction of Nonessential 
Federal Expenditures, Postwar Federal Personnel, April 30, 1946. 


Department Stores’ Sales Up, Profits Down 


Department store sales rose in 1945, but, with an expense 
ratio rise, the gross margin rate continued to exhibit the de- 
clining tendencies which have been evidenced since 1942. In 
the annual department store study, carried on by the National 
Retail Dry Goods Association and Harvard Graduate School of 
Business Administration, it is revealed the gross margin in 1945 
was 37.6 per cent., as contrasted with 37.9 per cent. in 1944; 
total expense was 27.6 per cent., as compared with 27.2 per 
cent.; and final net profit before taxes, after adjustment for in- 
terest earned and other income, was 11.5 per cent. against 
12.3 per cent. 

As in 1944, the study noted, federal income and excess profits 
taxes represented, next to payroll, the largest single category of 
the department store outlay. 


Stockholder Gains Reported by Listed Companies 


Over the war years the number of common shareholders 
in fifty prominent corporations having securities listed on 
the New York Stock Exchange increased from 3,659,644 
at the end of 1940 to 3,904,942 by the close of last year. 
In 1929, only 2,064,563 persons held shares in the same 
fifty corporations. 

The trend illustrates, says The Exchange, that one does 
not have to go to split stocks or to “growth situations,” such 
as those newly listed upon the Stock Exchange within re- 
cent years, to uncover important expansion in stockholder 
lists. It is a continuing occurrence among old, established 
companies as investment facilities of Stock Exchange firms 
reach out to establish many new stockholders. By far the 
vast majority of stockholders own relatively few shares in 
their companies. 


Tax Perfection at Last! 


A painless tax at last has been discovered. An expert recom 
mends that the Los Angeles city council levy a special tax on the 
second highball purchased, double the tax on the third, triple 
it on the fourth and so on. In the higher brackets, it was observed, 
the tax would never be felt! 

—PAuL HAASE 
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Somebody, probably, who looked 
through a haystack of figures 
to find a lost mistake. 


Maybe it went astray between a 
sales check and a stock report. 
Maybe between the time sheet and— 


Maybe! Yes, but why was it made, 
anyway? 


Loox at the reason for most mistakes 
and you’ll find the culprit is—copying. 
For when figures are transferred from 
sales checks to stock reports, from time 
sheets to wage slips, errors do creep in. 


WW. AYER & SON 
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Buterrors need not be made! Compt- 
ometer Peg-Board Methods can cut 
the copying that causes them down to 
bed-rock. Post figures once. Through 
this plan, final results are produced 
from original records. Comptometer 
Peg-Board Methods minimize paper- 
work—and they may be used to yield 
any combined statement you wish. 

On every kind of accounting prob- 
lem—be it payrolls, production con- 
trol, distribution of labor and expense, 
sales analysis or inventories—progres- 
sive business is utilizing Comptometer 
Peg-Board Methods to gain real savings. 





They can simplify your own proce- 
dure, too. To find out how, write for a 
copy of ‘““Comptometer Peg-Board 
Methods.” Or telephone your nearest 
Comptometer Co. representative. The 
Comptometer, made only by Felt & 
Tarrant Manufacturing Co., Chicago, 
is sold exclusively by the Comptometer 
Company, 1734 N. Paulina Street, 
Chicago 22, Illinois. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


Adding-Calculating Machines and Methods 
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Dustitute’s “15th Clnniversary” Clunual National Meek Al 
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The first full-scale postwar Annual Meeting of the to time in New York, it is important that you make 
Controllers Institute of America, which will likewise hotel reservations at the hotel of your choice as soon In 
mark observance of the fifteenth anniversary of The as possible. A sizable block of rooms has been reserved Sp 
Institute, is scheduled to open on September 15 at the for our members’ use at the Hotel Commodore. Reser- 
Hotel Commodore in New York. Sessions, covering vations should be made direct, mentioning attendance 
the many phases of reconversion of concern to corpo- at The Institute’s Annual Meeting. Travel reservations — A; 
rate controllers and financial officers, will continue should likewise be made at an early date.” 
through Wednesday afternoon, September 18. Authori- The agenda for the Annual Meeting, as it is con. | A 
ties in economics, accounting, taxation, public rela- stituted at this writing, includes the following: 
tions, management problems, social security, pension 
trusts and profit-sharing plans are among those already Sunday, September 15 
definitely announced by the Executive Committee, 





































AFTERNOON 


of which William Widmayer is chairman: He is control- Reception and Advance Registration. Cu 
ler of Guaranty Trust Company, New York, and im- 
mediate past president of the New York City Control, EVENING ’ 
which will be host to the Annual Meeting. Special Dinner commemorating Fifteenth Anniversary. 

In addition to the general sessions, twelve Industry Lu 
Conferences, three special luncheons and the Annual Monday, September 16 
Banquet, which will be highlights of the Fifteenth An- MoRNING 
nual Meeting, there will be provided ample opportu- Annual Business Session of The Institute—Report of § til 
nity for discussion of affairs and plans of The Institute, Managing Director—Reports of National Commit- — ‘¢¢ 
with the entire Monday morning agenda being de- tees—Retiring President’s Address—Election of Na — 0: 
voted to these matters. And on Sunday evening, a tional Directors. } 
special commemorative dinner, observing the fifteenth Silos tro 
anniversary, will be featured. The program for this Luncheon—Speaker: Mr. Chester I. Barnard, Presi ] 
event is now being completed by Chairman E. B. dent, New Jersey Bell Telephone Corporation. Pez 
Nutt of Standard Oil Company (New Jersey) of New } 
York. AFTERNOON Bal 

For the opening of the Fifteenth Annual Meeting, “Pension Trusts and Profit-Sharing Plans” } 
on Sunday afternoon, September 15, there will be a “Social Security and Unemployment Compensation (N 
reception for members and their guests at the Hotel Problems.” } 
Commodore. In arranging this reception, the Execu- Tuesday, September 17 ury 
tive Committee had in mind the desirability of an op- eee eee 7 
portunity for controllers to renew acquaintanceships, “Leadership and What It Takes.” 
and at the same time permitting registration for the “Multiple Management” Cha 
Annual Meeting. “Property Accounting: Accelerated Depreciation, 

Farty Horet-TRAVEL RESERVATIONS URGED Amortization, Postwar Accounting for Fully Amor- se" 


In addition, those attending will be able to complete tae Reenpeece Taets, 


hotel accommodation arrangements that day. Chair- Noon Cha 
man William Widmayer, in a recent letter to members Luncheon—Speaker: Mr. L. Rohe Walter, Director of 
of The Institute, emphasized that “because of the Public Relations, The Flintkote Company, New Cha 
United Nations meetings which are held from time York. N 
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Mark Your Calendar Now: Septemb¢-lé 
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Leetilill Cnalyze Reconversion Problems of Controllers 
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AFTERNOON 
Industry Conferences. 
Special Conference: “Controllers’ Reports to Top 
Management.” 
EVENING 
Annual Banquet—Speaker: Mr. Henry Hazlitt, New 
York Times. 
A second speaker will be announced shortly. 


Wednesday, September 18 
“TAs DAY" 
MoRNING AND AFTERNOON 
Current Tax Problems—Proposals for Federal Tax 
Revisions—Section 722 and the new Excess Profits 
Tax Council. 
Noon 
Luncheon—Speaker: Dr. Harley L. Lutz, Economist, 

Tax Foundation, New York. 

Although a number of invitations to speakers are 
still outstanding, the Program Committee has already 
received acceptances from the following, in addition 
to Messrs. Barnard, Walter, Hazlitt and Dr. Lutz: 

Mr. Ralph L. Lee, General Motors Corporation, De- 
troit. 

Mr. Samuel J. Broad, Certified Public Accountant, 
Peat, Marwick, Mitchell and Company. 

Mr. Thomas R. Reid, McCormick and Company, 
Baltimore. 

Mr. Maxwell E. McDowell, Standard Oil Company 
(New Jersey), New York. 

Mr. Stanley S. Surrey, Tax Legislative Counsel, Treas- 
ury Department, Washington, D. C. 

The Industry Conferences and their chairmen are: 


Automobile and Aircraft 
Chairman, M. E. Price, Thompson Products, Inc., Cleveland 


Banking and Investment 
Chairman, Charles C. Looney, Harris Trust and Savings Bank, 
Chicago 
Chemical 
Chairman, M. L. Jarboe, Hood Chemical Co. Inc., Pittsburgh 


Drugs, Pharmaceuticals and Cosmetics 


Chairman, Neville R. Ashcroft, Scott and Bowne, Bloomfield, 
New Jersey : 


Food and Allied Products 
Chairman, Allen U. Hunt, Jewel Tea Company, Barrington, 
Illinois 
Insurance 
Chairman, Charles H. Yardley, The Penn Mutual Life Insur- 
ance Company, Philadelphia 


Iron and Steel 
Chairman, J. F. Woessner, Carnegie-Illinois Steel Corporation, 
Pittsburgh 
Machine Tool and Heavy Equipment 


Chairman, George V. Lang, United Engineering and Foundry 
Company, Pittsburgh 


Publishers and Paper Products 
Chairman, Theodore F. Gloisten, The American Home Maga- 
zine Corporation, New York 


Public Utilities 
Chairman, A. H. Schettler, Union Electric Company, St. Louis 


Radio, Electronics and Allied Industries 
Chairman, Alexander MacGillivray, Radio Corporation of 
America, Camden, New Jersey 


Textiles 
Chairman, Dwight B. Billings, Pacific Mills, Boston 

The general chairman for the Industry Conferences is George 
R. Rankin, controller, Artloom Corporation, Philadelphia, and 
a past president of the Philadelphia Control. Mr. Rankin de- 
veloped the successful inauguration of these conferences on the 
occasion of The Institute's Twelfth Annual Meeting, in New 
York, in September, 1943. 

The members of the Executive Committee and Chairmen of 
Annual Meeting Committees include: 

General Chairman: William Widmayer, Guaranty Trust Co. 
of New York; Vice Chairman: H. C. Gretz, American Tele- 
phone and Telegraph Company. 

Executive Committee: V. C. Ross, Prentice-Hall, Inc.; E. B. 
Nutt, Standard Oil Co. (NJ); N. P. Dussinger, General Bak- 
ing Co.; A. Surkamp, U. S. Rubber Co.; W. J. Wardell, Amer- 
ican Can Co. 

Fifteenth Anniversary Committee: Chairman, E. B. Nutt, 
Standard Oil Co. (NJ). 

Arrangements Committee: Chairman, A. C. Harragin, Lone 
Star Cement Corporation. 

Finance Committee: Chairman, O. W. Brewer, American Gas 
Association. 

Publicity Committee: Chairman, J. D. Grayson, Hazeltine 
Electronics Corporation. 

Program and Speaker's Reception Committee: Chairman, W. 
J. Wardell, American Can Company. 

Reception Committee: Chairman, N. R. Ashcroft, Scott and 
Bowne, Bloomfield, N. J. 

Inter-Control Attendance Committee: Chairman, C. W. Bor- 
ton, Irving Trust Company. 
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After months of preparation, the 
Controllership Foundation, Inc., has ar- 
ranged for the first survey to be made 
under its direction. The work will be 
done by Opinion Research Corporation, 
under the supervision of Dr. Claude 
Robinson, its president. The general 
subject of this study is: The degree of 
acceptance by the public of facts and 
figures of business accounting. Some 
modification and amplification of that 
subject will be made as the lines are 
drawn for the survey. 

In discussing the scope of this study, 
Dr. Robinson pointed out recently: 

“Because of the widespread changes 
that have occurred in our political and 
social structure in the last two decades, 
the audience of the controller has mul- 
tiplied hundreds of times. Statements 
of company earnings are now given to 
governmental agencies, libraries, col- 
leges and universities, teachers and em- 
ployees, and receive widespread public- 
ity through advertisements in periodicals 
reaching the general public.” 


How EFFECTIVE ARE PUBLISHED 
STATEMENTS ? 


The question is raised: How effec- 
tive are these statements ? 


(1) What does the public want to 
. know about business ? 

(2) Does the public accept the authen- 
ticity of the figures, and, if not, 
what can be done to make authen- 
ticity more acceptable? 

Does the public understand busi- 
ness reports, and what can be done 
to make these reports more under- 
standable ? 


(3) 


From a research standpoint this prob- 
lem must be divided into several parts. 

The first step possibly should be to 
determine whether the problem of 
communicating the facts about business 
to the public is more one of lack of 
faith in the reliability of the figures, or 
whether it is a question of inability to 
understand the figures that are pre- 
sented. For example, more specifically 
the following kinds of questions are 
raised : 

How many people believe the figures 
and statements they see? What propor- 
tion are inclined to accept them as hon- 
est and reliable indications of the state 
of the business and what proportion 
tend to question them? How many 


Controllership Foundation Initiates 
Its First Survey 


By Arthur R. Tucker 


think that concealment of profits (or 
losses) is fairly standard practice in 
financial reporting ? 

Why do people think as they do? 
Have they known of any actual cases 
where profits or losses were hidden? If 
not, what is behind their opinions? 
What are the sources of present suspi- 
cion of accounting figures? 


WHAT PROPORTION UNDERSTAND 
FINANCIAL STATEMENTS ? 


What proportion of the people are 
able to understand financial statements ? 
For example, when shown a standard 
report, how many are able to deter- 
mine what the cost of running the busi- 
ness was? How much was paid in taxes? 
What were the payments to stockhold- 
ers? 

How many know what a depreciation 
reserve fund is and why it is necessary? 
What proportion can give a reasonable 
definition of depreciation charges? 

Are present methods of presenting 
financial statements reaching the groups 
they are aimed at? For example, how 
many people remember reading a finan- 
cial statement in a newspaper, in either 
the news or advertising columns, in the 
last year? How many felt the statement 
gave them a good picture of the state 
of the business? How many wanted more 
information ? 

How many stockholders read their 
reports carefully and how many merely 
glance through them? 


EXPLORATORY INTERVIEWING Now 
UNDER WAY 


Opinion Research Corporation, of 
Princeton, New Jersey, will spend sev- 
eral weeks in exploratory interviewing, 
which is expected to result in a better 
conception of the public’s thinking to- 
ward profits and profit reports. At the 
end of the exploratory work they will 
be ready to recommend a definite pro- 
cedure to the Trustees of the Control- 
lership Foundation, as to the specific 
issues which they will proceed to in- 
vestigate. 

It is contemplated that the research 
program will cover such things as the 
public’s faith in the integrity of pub- 
lished profit figures, the understanda- 
bility of profits reports, the sources 
from which people obtain their impres- 
sions of profits, and their conception of 
what constitutes a reasonable profit. 


456 








































Opinion Research Corporation is one 
of the top-flight professional research 
Organizations in the country and serves 
more than 100 leading business firms 
and trade and professional associations, 
Opinion Research Corporation has al- 
ready studied many aspects of the pub. 
lic’s attitudes toward profits, for pri- 
vate clients and for “The Public Opin- 
ion Index for Industry,” which is a 
research service published by the com. 
pany and circulated to subscribers. 

According to Dr. Robinson, one of 
the most crucial public relations prob. 
lems facing business today relates to 
profit reports. 

“Our studies have shown,” says Dr, 
Robinson, “that the average man’s con- 
ception of the profits that business is 
making is nothing short of fantastic, 
The public’s faith in our free enterprise 
system will be much stronger if ways 
are found to communicate to the people 
the true facts about profits.” 

Daniel J. Hennessy, President of the 
Controllership Foundation, expressed 
satisfaction that the preliminaries to 
launching the first survey to be made 
under the Foundation’s direction, and 
under a grant from the Foundation, 
have been settled, and that the work 
actually has begun. 


TRUSTEES HAVE BEEN MAKING 
HASTE SLOWLY 


“There have been many important 
questions to decide,” said Mr. Hen- 
nessy, ‘and we have been making haste 
slowly, but we believe that those who 
are supporting the Foundation will be 
pleased with the outcome. 

“The Trustees first had to decide on 
the subject of the first survey. That was 
done last December. The next point to 
be decided was the agency to conduct 
the study. Opinion Research Corpora 
tion was consulted, and several confer- 
ences were had with Dr. Robinson and 
his associates, with the result that an 
agreement was reached in May, and the 
details agreed upon in June, too late, 
however, for announcement in the July 
issue of “The Controller.’ 

“It is planned to present more de- 
tails concerning this undertaking to the 
members of the Controllers Institute of 
America at the time of the Fifteenth 
Annual Meeting of The Institute, be: 
ginning September 15, in New York 
City.” 
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Mimeograph 
stubless 
die-impressed 






stencils +s eet eee eee ... what they are 


... what they do for you 
... how they do it 


New stubless stencil—with your own forms die-im- 
pressed—speeds production of factory paper work. 





























Send for this 
free folder 





Of course you have questions about Mimeograph ... turn out as many clear, black-and-white 
die-impressed stencils and what they can do to copies as you want, when you want them— 


expedite paper work procedures for yourcompany. and they won’t fade under exposure or 


We have tried to answer the most general ones smudge from hard shop handling. 


in this new folder. It explains how Mimeograph __ If you want a way to faster production and sim- 
die-impressed stencils pler control of factory paper work, systems, 
routines, and methods, at lower cost, send the 


... help make paper work systems one-writing coupon today 


systems 
Y, And if you want more specific details on ap- 
. .. reduce waste from obsolete forms plying this new, advantageous use for your 
...increase accuracy and speed production of | Mimeograph duplicator in your own plant, just 
paper work—only one proofreading re- _ write us for the answers to your own individual 


quired in.a single-writing system questions. 


Mimeograph duplicator 


MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Patent Office 


COPYRIGHT, A. 8. DICK COMPANY 


A. B. Dick Company, Dept. Q-846 
720 West Jackson Boulevard, Chicago 6. Illinois 


Send me a copy of your new folder, “Mimeograph Die-Impressed 
Stencils.” 
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Awakened Public Interest in 
Retirement Plans 


Six postwar trends in employee retire- 
ment plans, which are now emerging, 
were presented by Stanley W. Duhig, 
chairman of the Sub-Committee on Pen- 
sion Trust Taxation of Controllers Insti- 
tute of America, in a recent special sup- 
plement on pension trusts and welfare 
funds, published by the New York Jour- 
nal of Commerce. 

Mr. Duhig, who is vice president and 
treasurer of Shell Union Oil Corporation, 
and a member of the National Board of 
Directors of Controllers Institute, out- 
lined the current trends as follows: 


1. The swing from contributory to non-con- 
tributory plans (which may have been in- 
fluenced by wartime taxes, and was certainly 
favored by some because the handling of em- 
ployees’ own money was not involved) has now 
been reversed. It is more and more realized that 
(a) contribution by the employee increases his 
appreciation of the annuity or other benefit and 
of the part the employer is taking in the part- 
nership plan, (b) it provides a vested interest 
for the employe, which gives him a feeling of 
real participation in the effort even if he should 
not stay on to full retirement age. 

2. The trend to earlier retirement ages. The 
period between age 60 (or even earlier for 
women) and age 65 when the Federal Old Age 
Benefit becomes effective is an area of employ- 
ment experience which is receiving more and 
more attention. The employer realizes he should 
“keep the organization young” and, while men- 
tal age cannot arbitrarily be measured by years, 
the provision should be there for earlier retire- 
ment on pension, at least by mutual consent. 
Also the length of service as well as age is 
being given its due weight and the public is 
hearing more of the so-called “eighty’’ plan, 
although it is not a new idea, whereby a full 
pension may be granted at, say, age 60 with 20 
years’ company service, or at age 65 with 15 
years’ service, or at age 55 with 25 years’ serv- 
ice. 

3. A trend away from ‘money purchase 
plans,” which tend to provide less and less as- 
surance of benefit for the fixed amount of cost 
involved, to the stated and assured benefit even 
though the cost thereof may vary. 

4. The recent trend has been toward more 
expensive plans, partly from enthusiasm for 
greater social benefits, and partly no doubt in- 
fluenced by taxes—but this tendency is now 
likely to be reversed (in spite of what has just 
been said about earlier retirement) partly 
through Strict necessity to keep within the 
ability to pay and partly through increased cost 
of integrated benefits in the governmental 
plans. This cost-factor may lead to another 
trend—away from insured to self-administered 
plans, although that is much too deep a story 
to be discussed herein. 

5. A further trend which will probably be- 
come more noticeable in the years just ahead, 
is to let the present retirement plans “jell.” It 
seems almost too much to expect that the par- 
ties concerned will be willing to stop tinkering 
with existing pension. and profit-sharing ar- 
rangements, but the more that is learned and 
understood on the subject the more is realized 
the value of long-term experience, the necessity 
of appreciating lifetime view and avoiding 
capricious amendments. Soundness and stability 
are the chief virtues in maintaining employe 
protection. 





6. This brings us back to the original 
“trend,”—the awakening interest of taxpayer, 
stockholder, employe and manager who to- 
gether comprise “the people.” In their collec- 
tive view the employe benefit plan which is 
destined to endure is the one which in the long- 
run best serves the public interest. 





Discussing the awakened public inter- 
est in retirement plans, Mr. Duhig 
pointed out in his article that ‘‘one of the 
most significant facts regarding employe 
welfare, pension and profit sharing plans 
today is the awakened interest and rather 
widespread knowledge regarding them on 
the part of the general public. It is fortu- 
nate that this is so. Public opinion surveys 
have not yet been made which would give 
reliable statistics as to the depth or 
breadth of public feeling on the subject, 
but as is usually the case, the importance 
of the movement may be gauged by the 
attention it has received from widely sepa- 
rated quarters. Employe pension, thrift 
and insurance plans long since ceased to 
be of special interest merely to the civil 
service official or the industrial employer. 
Of late years such plans have claimed a 
large measure of attention from legisla- 
tors, labor unions and from individual 
citizens both as stockholders and taxpay- 
ers. As might be supposed, it has been a 
handy vehicle also for political reformers 
and for various pressure groups. 


INDUSTRY IN LEAD 


‘‘Many years ago industry took the lead 
in working out a system of realistic bene- 
fits for disabled or superannuated em- 
ployes and their dependents. The reason 
is Obvious—the problem was on their 
doorstep. 

“At the risk of being a little old-fash- 
ioned, let us agree that the profit motive 
was a prime consideration in developing 
annuity and thrift plans. They reduce em- 
ploye turnover, give incentive to the best 
type of employe, and they give recogni- 
tion and uniformity to an element of cost 
which existed anyhow in the best man- 
aged companies. 

“It is not surprising that both State and 
Federal legislators should have broadened 
this same idea so as to include the citi- 
zenty as a whole. It is inevitable that this 
should be so and it must be stated that 
throughout the world the most advanced 
countries long ago adopted broadly based 

lans for unemployment insurance and 
old age benefits. Sometimes this move- 
ment has been made manifest through un- 
usual and unexpected channels, as for in- 
stance, the regulating of pension and 
profit-sharing plans and the enforcement 
of non-discriminatory provisions through 
the writing of tax penalties into the 













































































Internal Revenue Code. Nevertheless 
through such legislative moves a consid. 
erable amount of worthwhile reform has 
been accomplished. At the same time 
there are two serious difficulties of which 
the public is becoming more and more 
aware —first, the duplication of activity 
on the part of governmental bureaus and 
second, the carrying of legislation to such 
extremes as to encroach on the Private 
choice of the citizen. 


SOCIAL LEGISLATION 


“The voter sees a multiplicity of pro. 
posed social legislation which would ex. 
tend the Social Security laws so as to pro. 
vide grants for the construction of health 
facilities, grants to the States for public 
health service and maternal and child-wel- 
fare services, for assistance to the blind, 
dependent children and others, a national 
system of public employment offices, na- 
tional social insurance designed to cover 
personal health service, disability insur. 
ance, retirement and survivor insurance 
benefits, and other similar features. 

“Enthusiastic sponsors of State health 
insurance succeed regularly in the Con. 
gress and in many States in introducing 
such bills. Some of them are carefully 
drafted, while others reflect radical think- 
ing and hasty preparation. There has been 
a trend in the present State unemploy- 
ment acts toward increasing both the 
benefit rates and the duration of benefits. 
Sooner or later the swing in this direction 
is bound to be checked by the very practi- 
cal consideration that the benefits have to 
be paid for. 

“Mathematical and actuarial calcula- 
tions are hard facts and at length the pub- 
lic itself balks; first, at the fact that either 
through the payment of direct taxes or in 
the reduction of othef valued benefits it 
finds it has to pay a disproportionate price 
for Government-operated benefits and, 
second at the restriction in its free choice 
in the matter of running its private affairs. 
There is in this country a deep-rooted 
feeling for true democracy which ‘takes 
notice of the individualities of the group, 
not of the uniformity of the masses.’ 


WEAKNESS IN STANDARDIZATION 


“It is in this respect that much State 
legislation falls short, namely, that the 
needs are individual and cannot be stand- 
ardized. For this reason we find evet- 
widening appreciation of private profit 
sharing, thrift and group insurance plans 
Their outstanding characteristic is that 
each has been tailored to fit the situation 
as it exists in the individual compaty. 
They are the happy medium between feg' 
mentation and the “informal” plan which 
has at times grown up simply because 
gradual steps had been taken through the 
years to meet a growing need. Such i 

(Please turn to page 462) 
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Mail Today? 























You'll say it was a wise move when you 
clipped that coupon. Because Continental 
does offer special advantages for the com- 
pany that is building or revising its em- 
ployer-employee benefit plan. Through 
this one leading national institution you 
can obtain completely integrated pro- 
grams, custom-built programs, programs 
covering every need..... with many 
features not available through all life 
insurance companies. Send the coupon 
today! No obligation. 


CONTINENTAL ASSUHANCE COMPANY 











CHICAGO 











TM NIT ILLINOIS 
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‘ ublic meetings with industry representat; 

ACGQ To Aid on Census of Manufactures nc awanr ied tee ee 
The Advisory Committee on Government  factures to be taken early in 1947 covering OT hee eilindioes dis a 

Questionnaires, on which The Institute is rep- the year 1946 is still pending in Congress, but Questionnaires is planning to aticnas 
resented by two members, Mr. E. E. McCon- preparations for such a census are proceeding tively with the Bureau of the Bed Ea ac. 
nell, President of The Institute, and Mr. Lisle on the assumption that the legislation will be ing with industries the forms to . 2 es 

W. Adkins, of the Crosley Corporation, has enacted. The newly appointed Subcommitt ie 
been requested by the Bureau of the Budget A communication has been sent to trade Census of ‘Maoufactures is under th ti 
to establish a Subcommittee on the Census of associations generally stating that the census manship of John C. Gebhart, Di C chair. 
Manufactures. Twenty-eight men have been will be taken by the means of mailed ques- Research of the National Resocission Gal of 
named to that Subcommittee by Chairman F.  tionnaires similar in most respects to those ufacturers. A meeting of the Subcnganes 


Stuart Fitzpatrick, of the Advisory Commit- used for the 1939 census of manufactures. was held June 18 in Washington 

tee on Government Questionnaires, and The There will be a series of such question- : 

Institute has been invited to name two addi-  naires—one for each of approximately 175 

tional members to that Subcommittee. This different industry groups. Each questionnaire 

will be done by President McConnell shortly. will contain a series of general questions SEC Survey Notes Increase in 
The scope of the Subcommittee is to advise which will be the same for all industries, to- 4 

the anion of the Budget on the information- gether with a second section consisting of a New Plant Expenditures 

collecting aspects of the Census of Manufac- list of commodities or products, which will American business, exclusive of agriculture 

tures: and to the extent deemed desirable by be different for each industry. anticipated spending about $2.4 billion for new 

the Bureau of the Budget or by business Preliminary drafts are now being made of _ plant and equipment during the second quar- 


groups, to examine individual questionnaires the 175 separate industry schedules by the ter of 1946, according to the quarterly survey 
and schedules and make recommendations Bureau of the Census; also for the general made public jointly by the Securities and Ey. 
thereon. plant information questionnaire. In some in- change Commission and the Department of 

Legislation providing for a census of manu- stances the Bureau of the Census will hold Commerce. This may be compared with $2.1 bil. 
lion in both the first quarter of 1946 and the 
last quarter of 1945. Since the beginning of 
1945 there has been a steady increase in such 
expenditures, with estimated outlays in the sec- 


OFFICE MACHINES BECOMING [eekeemi eet 
the first quarter of 1945. 


The basic data for this release were derived 
from reports submitted by most corporations 


e le / registered with the Commission and from a 
a I ad = large sample of unregistered companies, unin- 
corporated as well as incorporated. These data, 


collected during the first quarter of 1946, in- 
clude actual plant and equipment expenditures 





: two quarters of 1946. All figures presented in 
WAR. SURPLUS 
The survey indicates that anticipated expendi- 


for the fourth quarter of 1945 and anticipated 
Calculators plant and equipment expenditures for the fis 
this release are estimates for the whole of 

American industry based on the sample data. 

Typewriters : 

OFFICE MACHINES tures on new plant and equipment in the fist 
: and second quarters of 1946, estimated at $2.1 
billion and $2.4 billion, respectively, will be 


hs considerably higher than the actual quarterly 
AddressogroP . ° expenditures in the first part of 1945. This in- 
The Famine is about ended! Famous crease reflects the accumulation of civilian de- 

‘ mands for new plant and equipment and the 

‘ lifting of controls and gradual easing of mate- 

Ediphones makes of office machines, the by- tials resulting from the end of the war. If the 


anticipated expenditures actually eventuate, ex- 
7 5 penditures on new plant and equipment in the 
words of efficiency, are obtainable second quarter of this year would be at a higher 
annual rate than the peak year 1941. Of course 
f this comparison does not take into account in- 
now, if you contact the country’s tases in prices since 1941. 

It is possible from the survey to compare ac- 
eters tual expenditures eg plant and pra ers 
omptom H H H : with those that had been previously anticipate 
—_ leading rebuilders of this equip- by the companies. Diacae the fourth quarter of 
1945 industry made larger capital a than 
° ° had been planned, with actual expenditures on 
ment. Every machine 1S tested and new slant anil equipment averaging 10 per cent. 
higher than the amount anticipated. This prob- 
° ably reflects a shift of expenditures that had 
é guaranteed to look and run like been planned for the third quarter of 1945 but 

3 did not eventuate at that time. 
Multigraphs < Expenditures on new plant and equipment 
new. We operate nationally. Where- by manufacturing and mining companies in the 
. second quarter of 1946 are estimated at $14 
billion, about 60 per cent. of the es amount 
in i for all industry. Of this sum, manufacturing 
corer nee om phone or write. We alone ‘idhotiadl ted $1.3 billion. It is interesting 
‘ to note that ne eee SR =< 
tions anticipated fairly sizeable increases 1n Cap- 
: can help you now. ital pcg, pi Be the previous quarter 
Billing while the small manufacturing companits 
showed little change. All industry groups, how- 
ever, anticipated increases in capital outlays 


i Id be pointed 
INTERNATIONAL OFFICE APPLIANCES, INC. ore noth Sumsts for the commer 
miscellaneous groups are not on as sound 4 


326-330 BROADWAY . NEW YORK 7, N. Y. basis as the other estimates, although it § 
ee sample in the future. 


Mimeographs 


Dictaphones 
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RESOURCES 
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i ‘dae Date of Foreign Branches . . . . © «© © © © «© © « 129,387.46 
orpdalan 111,489,328.78 
od Yaak ieee SIRS gg oa GS 6-0 a hc a eee me erential! 6h Le gic ere el ee te hie 9,212,723.19 
nies, unin- Other Real Estate . > . . . . > ° a °* e * . . * . . . . ” 142,602.88 
These data, Tetel TAMetreee ss oa Bale ee er ee, oe ee ale 6.) oa eee 
1946, in- 
penditures LIABILITIES 
anticipated POT” Ee PCa Ey ae ater Mane er PREC nr art. ee 
or the first ene Ms, oo a 86 8, eg we Abele 6 lee, ee a 170,000,000.00 
esented in ' MN i kn, be Seg ag 57,476,732.61 
Page of EE er ee ee rr o F 
Pps di General Contingency Reserve... 206 6 0 6 6 we ee ee le tl tl le 37,076,925.13 
: Deposits ° OTS a at ee ae ee weer 
oh ny Treasurer’ pthinke Outstanding . . «© «© «© «© © © © © + _ 51,447,633.09 
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aia ~ Accounts Payable, Reserve for Expenses, Taxes, ete. . . «. - 26,286,229.78 
ent in the 34,362,015.49 
ita higher Total Liabilities ° . e e . > . e . . . . . . + . . . e ° e $3, 489, 673, 319.99 99 
f ————— 
peat Securities carried at $546,800,449.09 in the above Statement are pledged to qualify for fiduciary powers, to secure public moneys 
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mpare ac- 
ira toe W. PALEN CONWAY 
nticipate EUGENE W. STETSON ° y \WAY J. LUTHER CLEVELAND 
a of Chairman of the Board Chairman of the Executive Committee President 
tlays than | WILLIAM L. KLEITZ 
jitures on Vice-President 
) per cent. 
: DIRECTORS 
"his prob- 
that had GEORGE G. ALLEN Director, British- JOHN W. DAVIS of Davis Polk Wardwell MORRIS W. KELLOGG Chairman of the 
1945 but American Tobacco Company, Limited, Sunderland & Kiendl Board, The M. W. Kellogg Company 
and President, Duke Power Company ARTHUR C. DORRANCE President, CHARLES S. MUNSON President, Air 
uipment WILLIAM B. BELL President, American Campbell Soup Company Reduction Company, Inc. 
es ia the pari Cyanamid Company CHARLES E. DUNLAP President, WILLIAM C. POTTER Retired 
1 at $14 Pi parse ms > Seton, Seereice Berwind-White Coal Mining Company GEORGE E. ROOSEVELT of Roosevelt & Son 
1 ant 5 cieucie GREE Scie, en _ President, The J. G. EUGENE W. STETSON Chairman 
facturing sa cig ep ashe a ses a White Engineering Corporation ‘ of the Board 
i 3 ZN aicman of the ee OBERT T. STEVENS Chairman of 
penis, sin roe Committee * a eee hament pte Board, J. P. Stevens & Cangute. ‘at 
corpofa- ARLES P. COOPER Vice-President, . 7 THOMAS J WATSON Bi 
‘ 25 American Telephone & Telegraph Taneses LEWIS GAWTRY fuaienaeiuel Seshoees Machines Pome 
ter WINTHROP M. CRANE, JR. President, JOHN A. HARTFORD ¢ 4 President, CHARLES E. WILSON President, 
Bn Crane & Co., Inc., Dalen Mane, The Great Atlantic & Pacific Tea Company wees tan 
Ips how- STUART M. CROCKER F President, CORNELIUS F. KELLEY Chairman ofthe ROBERT W WOODRUFF Chairman, 
l outlays Columbia Gas & Electric Corporation Board, Anaconda Copper Mining Company Executive Committee, The Coca-Cola Company 
e ree Member Federal Deposit Insurance Corforation 
rcia | 
sound a eee oreveceaus {ARR EVE eee 
gh it 1s 
e future. 





Vinas 





































The little man 





who wasn't there... 


In the gay nineties, the firm’s 
accountant with the black alpaca 
coat and green eyeshade just “kept 
the books’’...never sat with the 
Board when major decisions were 


being made. 


Bur now at board meetings of 
most big business, the company’s 
accounting chief is present as 
consultant on wage policies, O.P.A. 
schedules, cost analysis, and 
budgets... fills in the gaps in the 
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directors’ information ... gives the 
facts enabling the management to 
coordinate the complex operations 
of production, distribution and 
financing. The board’s decisions 
and the recommendations of the 


accountant are based on fresh facts. 


McBee is not an accounting 
firm, but its methods and products 
evolved in 40 years of experience 
...help accountants make vital tacts 


available faster and in simpler torm. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal cities 
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RETIREMENT PLANS 
(Continued from page 458) 











formal plans are bound to be loose and 
inefficient. They are often discriminatory 
and the costs (which are hidden) are 
greater than they need to be although at 
the same time the company receives no 
credit for the good work it manages to ac. 
complish. Informal plans keep inefficient 
people on the pay roll and usually tend to 
drive away the more ambitious class of 
employes. 

“Industrial management therefore has 
to work out a realistic structure, acceptable 
to the stockholders and to the employes, 
and in the public interest. Hard problems 
must be faced. 

“It is not intended here to go into the 
verious forms which employe plans may 
take to meet the given situation—whether 
insured or trusteed, contributory or 
non-contributory, profit-sharing, savings 
(thrift) plans, group life and health in 
surance, and how the benefits shall be in- 
tegrated with those of Federal and State. 
The fundamental considerations for man- 
agement are— 

“They must decide what is the prime 
need, or combination of needs to be met; 

“They must calculate the company’s 
ability to meet the cost; 

“And they must be careful to minimize 
the hazards of investment and of money- 
values over the long term. 

“Such a plan cannot of itself solve the 
labor-relations problems of an enterprise. 
But it will succeed and endure if the basic 
moral need is met, it is not subjected to 
personal or political prejudice, discrimi- 
nates in favor of no one, and is calculated 
to benefit all parties. 

“Such plans are not new. Those which 
have been soundly operated for the past 
generation ar two are at last arousing pub- 
lic interest and are being duplicated and 
improved upon. This development has 
lately been very rapid as it is realized that 
with higher personal taxes, life-savings 
are harder to accumulate and day-by-day 
funding must be carried out to provide 
for old-age and disability.” 


Federal Interest on Debt 
Over $4 Billions 


The government in the fiscal yeat 
ended June 30 paid out a record $4, 
722,000,000 in interest on its public 
debt, a jump of $1,105,000,000 overt the 
previous fiscal year, the Treasury dis- 
closed today. 

“The average rate of interest during 
the past fiscal year stood at 1.996 pet 
cent., against 1.936 in the preceeding 
year, with the higher rate reflecting the 
retirement of $6,608,000,000 of 7% Pet 
cent. certificates since the end of Fe 
ruary, 1946. 
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New accounts receivable plan completely eliminates ledger post- 


ing, integrates credit and collection control, cuts operating costs. 
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ANY accounts receivable 
operation can build 
more profits with 


FACT-POWER 











oes make profits. But profits 
from sales materialize only when 
the money is collected. 

By adding “Fact-Power” to the 
traditional function of bookkeeping, 
Remington Rand record-control 
equipment and methods provide sim- 
pler, more effective jae less costly 
means of granting credit and main- 
tainin Ah collecting accounts. 

With these modern systems most 
businesses can save the cost of equip- 


ment and labor involved in duplicated. 


records and overlapping activities. 
Your economy may even go as far as 
eliminating entirely the labor of “post- 
ing” in the old sense! 

This is a good time to start saving 
money in your accounts receivable 
department. A survey may uncover 


Safe-Ledger Trays provide convenient fire protection for all types 
of ledger records at the point of use and save valuable vault space. 








“Date-stamp” Installment Accounting with Graph-A-Matic collec- 


tion control. Visible ‘‘Fact-Power” speeds up reference and posting. 








large and unsuspected economies. 

Talk the matter over with a Systems 
Technician—a man whose experience 
qualifies him to discuss your needs 
and make recommendations that will 
pay you through the years. Call our 


nearest Branch Office—or write to us. 


e 
SYSTEMS DIVISION and 315 Fourth Avenue 
New York 10, N. Y. 





Film-2-recording of sales slips and statements results in increased 
Collection efficiency, saves valuable filing space for retail stores. 


Modern filing systems speed reference to the “Fact-Power” in credit 
files, collection correspondence and paid invoices. 
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FRIDEN CALCULATING MACHIN 


Thinking ahead these days is a necessity 





You need accurate answers 
to your figure work problems...a Friden 
Fully Automatic Calculator produces these 
accurate answers effortlessly. Here’s how to 
anticipate; call your local Friden Representa- 
tive for an eye-opening demonstration. 
Then order now for future deliveries of 


your Fully Automatic FRIDEN Calculators. 


Friden Mechanical and Instructional 
Service is available in approximately 
250 Company Controlled Sales 


Agencies throughout the United 


States and Canada. 





a 


E CO.,INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIFORNIA, U.S. A. « SALES AND SERVICE THROUGHOUT THE WORLD 















































Positions Wanted 








Controller—Treasurer—Budget Director 


Thoroughly experienced handling parent 
company and subsidiary companies’ contro} 
and management problems. A good practical 
background and experience in all phases of 
accounting, financial and budgetary contro} 
and taxes. Graduate accountant and lawyer, 
Desires position as controller, treasurer, of 
budget director, preferably with a company 
requiring experience coordinating control of 
subsidiary companies with parent company, 
Member of Controllers Institute of America, 
Address: Box 616, “The Controller,” One 
East Forty-Second Street, New York 17, New 
York. 


Controller—Accountant 


Extensive commercial and public account. 
ing experience, seeks position with progres. 
sive company. Salary: $7,500. Address: Box 
614, “The Controller,’ One East Forty-Sec. 
ond Street, New York 17, New York. 


Tough Job Wanted By Controller 


Tough and challenging job as controller, 
treasurer, or principal assistant—assistant to 
the president—or other similar executive 
capacity wanted by young, aggressive and 
personable CPA (Massachusetts). Age 37. 
Just resigned from position as controller of 
large national corporation for explicable rea- 
sons. Proven executive capable of developing 
strong, progressive but streamlined organiza- 
tion. Member American Institute of Account- 
ants and Controllers Institute of America, 
Twenty years exceptionally heavy and diver- 
sified experience in all financial and account- 
ing activities, including ten years with rep- 
resentative firm of public accountants. Inti- 
mately acquainted with costs, systems, pro- 
cedures and methods. Capable of doing 
highly creditable job for any company in 
any industry. Eastern location preferred. Ad- 
dress: Box 618, ‘The Controller,” One East 
Forty-Second Street, New York 17, New 
York. 


Financial Executive—Treasurer— 
Comptroller 


Engaged for twenty-two years without in- 
terruption in the practice of financial man- 
agement and industrial accounting and con- 
trol for management in the United States and 
South America. For past eleven years served 
in financial, executive accounting, organiza- 
tion and reorganization management posi- 
tions as treasurer, comptroller, of diversified 
industry including textile, heavy and light 
metals and fabrication industries with vol- 
ume ranges from five to eighty million dol- 
lars. Side industrial plan experience coupled 
with excellent contact and supervisory abil- 
ity. Age 42. Commensurate salary. Married. 
Address: Box 619, “The Controller,” One 
East Forty-Second Street, New York 17, New 
York. 


Assistant Controller 


Certified Public Accountant (Ohio) with 
industrial and public accounting experience 
desires position as assistant to controller m 
manufacturing or industrial field. Recently dis 
charged Navy Supply Officer, with experience 
in contract terminations. Thorough knowledge 
general and cost accounting methods, prepat 
tion of reports, budgets. Will locate anywhere 
Age 27, married, children. College graduate. 
Salary secondary to opportunity for a substan- 
tial future. Address: Box 621, “The Control 
ler,” One East Forty-Second Street, New 
York 17, New York. 
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Are you getting a full 


9 to 5. 

But, what happens in those hours? 
How full a measure of productive 
work does the office staff turn out? 

Far more than business realizes, 
inefficient business forms cut down on 
the day’s output. Time and again, 
waste time, waste manpower, waste 
business energy can be drastically 
reduced by Moore Business Forms 
custom-built for a specific business. 

Moore Business Forms, Inc., ‘offers 
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a nation-wide service to businesses of 
every kind and size. Moore experts 
have been unknotting “paper prob- 
lems” for over sixty-five years — engi- 
neering forms which in some firms 
have shrunk form expenses 30%. 
The treasurer of a Buffalo ware- 
house company writes: “A five-part 
form proved a time saver, combining 
what formerly were two and some- 
times three operations into one.” The 
manager of a small store in Milwaukee 


measure ? 


declares: “The form you designed 
gives perfect registration between clerk 
credit and department credit, enabling 
us to list three times the items.” 

A change to engineered business 
forms may be the difference between 
red and black ink. For information, 
call on the nearest Moore division, or 
its local office. Moore stands ready to 
supply you with everything from a 
simple sales book to the most intricate 
multiple-copy forms. 


MOORE BUSINESS FORMS, INC. 


Niagara Falls and Elmira, N. Y.; Minneapolis, Minn.; Dallas, Texas; Los Angeles and Emeryville, Calif. 
Sales offices in over 200 cities from coast to coast, also in principal cities across Canada 


ADV. BY H.W. AYER 





THE ELEGTAIC 
PROTECTOGRAPH 
5 DAGK! 
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ood news at last! The Electric 
Protectograph Checkwriter is 
back...and with it comes assur- 
ance that your bank account 
now can be guarded with every pro- 
tection modern science provides. 
Embodied in the machine are 
all the exclusive Todd features you've 
been waiting for—features which 
mean safety, éfficiency, long life. 
Automatic ribbon-inking, for exam- 


ple. Indestructible forged-brass type 
that indélibly and unalterably shreds 
amount lines into your checks through 
two-color ribbons. Swift keyboard 
operation—feather-light to the touch. 

EEN _ Insured protection against check- 
raising. Features which add up to 
safety and efficiency. 


Through the long war years 


you’ve been waiting for the Electric 
Protectograph Checkwriter...for its 
safety, insured protection, its tradi- 
tional efficiency. Now— at last — it’s 
yours. For more information, mail the 
coupon today. 


COMPANY, INC. | 
Todd SS 


ROCHESTER 3 NEW YORK 
SALES OFFICES IN ‘af PRINCIPAL CITIES 


DISTRIBUTORS THROUGHOUT THE WORLD 








THE TODD CO.,INC., Rochester 3,N. Y. 
Please send me more information about 
the Electric Protectograph. | understand 
this entails no obligation on my part 
whatever. 





Company Name. 


Address. 





City. a eee nea 





County___ ____State Sn eke 


i ee. 











A TODD PROTECTOGRAPH 
CHECKWRITER: 


e speeds disbursements 
e saves man-hours 


¢ protects against 
check-raising 


¢ provides greater efficiency 
e creates business prestige 































































Positions Wanted 











Controller, Treasurer, or Assistant 


Extensive background of financial, engineer. 
ing, and executive experience offered by New 
York Certified Public Accountant. Discharged 
recently from Army, .after commanding engi- 
neer combat battalion in overseas operations, 
Graduate of Yale University in Industrial 
Engineering, magna cum laude. Ten years’ 
varied experience with major public account. 
ing firm, four years with large corporation, 
covering costs, systems, special investigations 
taxes, reports, consolidations, and all phases 
of auditing. Licensed to practice before Tax 
Court of United States. Available now. Ad- 
dress: Box 622, “The Controller,’ One East 
Forty-Second Street, New York 17, New York. 


Financial Executive—Budget Officer— 
Assistant Controller 


Former college instructor in economics 
and statistical methods; sound knowledge of 
and experience in application of management 
principles; special experience in executive 
reports, budgeting and all phases of fiscal ad- 
ministration. Immediately available. Age 29, 
University graduate. Address: Box 604, “The 
Controller,” One East Forty-Second Street, 
New York 17, New York. 


Controller or Assistant Controller 

Desires permanent position with stable 
and progressive organization. Seventeen years 
diversified experience with industrial, pro- 
fessional and public firms as controller, ad- 
ministrative executive, audit supervisor, and 
executive accountant. Presently engaged as 
controller for Chicago manufacturer. Mar- 
ried. Age 40. Excellent character and refer- 
ences. Salary open. Address: Box 620, “The 
Controller,” One East Forty-Second Street, 
New York 17, New York. 


Comptroller’s Trouble Shooter 


Ready to develop fresh and _ intelligent 
analysis to help reestablish cost factors upset 
by .five abnormal years. Have directed cost 
audits in several industries. Business minded 
reports anticipated managet’s queries. Suc- 
cessful record with national accounting firm, 
leading banker, and government cost account- 
ing service. Age 38, master’s degree, C.P.A. 
Army service delayed personal reconversion. 
Address: Box 617, “The Controller,” One 
East Forty-Second Street, New York 17, New 
York, 


Newspaper Finances Studied 


Revenues and expenses of newspapet 
publishers in 1941, together with data re- 
lating to national advertising in newspa- 
pers, is the subject of a recent booklet is- 
sued by the Division of Research of the 
Graduate School of Business Administra 
tion, Harvard University. The booklet 1s 
available at fifty cents from the University 
at Soldiers Field, Boston 63, Massachu- 
setts. The data in this report, developed 
by Messrs Neil H. Borden of Harvard 
University, Malcolm D. Taylor of the 
University of North Carolina, and How- 
ard T. Hovde of the University of Penn- 
sylvania, are some additional products of 
a previously published research study et- 
titled, ‘National Advertising in Newsp* 
.pers.” The latter publication is available 
from the same source at $5.00 pet copy: 
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Overnight Reports on: Taxation, Business Regulation . . Labor-Management to supply snformation as 


business wants it when it 
new, enlarged Labor Relations Reporter . . Collective Bargaining Negotiations 


needs it 


and Contracts . . Labor Supervision . . The Employment Reporter . . The United 





States Law Week . . The United States Patents Quarterly. 


Find Out IN TIME 8y Writing For Details TODAY 


THE BUREAU OF NATIONAL AFFAIRS 


1241 24th Street N. W. Washington 7, D. C. 
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| Reviews of Recent Publications 








Economics and Society 


WORLD POLITICS FACES ECONOM- 
ICS. By Harold D. Lasswell. Published 


by McGraw-Hill Publishing Company, 


New York. $1.25. 

As a corrective to. the seriously-inten- 
tioned and sometimes wild-eyed specula- 
tion as to relations between the United 
States and Russia, this analysis of our 
situation by Mr. Lasswell should, in some 
way, be placed in the pocket of every 
commentator, public or private. Sponsored 
as one of its research studies by the Com- 
mittee for Economic Development, it con- 
siders American economic policies as they 
affect international security primarily, the 
relations between the United States and 
Russia, which nations seemed, in the 
words of an observer of a century ago, 
“marked out by the will of heaven to 
sway the destinies of half the globe.” 

It is reassuring to read, in the author’s 
conclusion, that it is a ‘‘mistake to assume 
that war for global mastery between the 
United States and Russia is inevitable. 
. . . By stabilizing our economy at home 
and strengthening balanced rather than 
predatory economies abroad, we can defer 
and perhaps, avoid a final clash.” 


The atom bomb, and the hopes of mil- 
lions, should be influencing factors as 
well. 

Reviewed by PAUL HAASE 


THE SOCIAL FRAMEWORK OF THE 
AMERICAN ECONOMY. By J. R. 
Hicks and Albert Gailord Hart. Pub- 
lished by the Oxford University Press, 
New York. 

The current issue of this book is an 
American edition based on ‘““The Social 
Framework: An Introduction to Econom- 
ics’ by J. R. Hicks, which was first pub- 
lished in England. in 1942. Mr. Hicks is 
a professor of political economy in the 
University of Manchester, England. It has 
been “translated,” in a sense, by Profes- 
sor Albert G. Hart, of Iowa State Col- 
lege, who has given the book the atmos- 
phere of the American idiom and woven 
in American material in place of the 
equivalent British references in the orig- 
inal text. 


* * * 


Trade union membership in the United 
States and Canada rose from less than 3 


Excerpts From Annual Reports 


“A single job in General Motors 
requires, it is estimated, an invest. 
ment of approximately $6,500 to 
provide the place to work in and 
the necessary equipment and work. 
ing capital."—GENERAL Morors 
Corp. 

‘Furthermore, the cost of provid- 
ing a job at Monsanto is going up, 
In the last three years, the invest- 
ment in machinery and plant te. 
quited to create a new Monsanto 
job averaged over $12,000. For 
those projects which will be started 
in 1946, it is estimated that an in- 
vestment of $15,900 is required fot 
each new job. Considering neces- 
sary working capital, the sum is 
$20,600.” —-MONSANTO CHEMICAL 
COMPANY. 

“For each employe on the pay- 
roll, Standard Oil Co. (New Jersey) 
and its consolidated companies have 
invested $22,600 in property, plant 
_ and equipment.’”—STANDARD OIL 
| Co. (N. J.) 











million workers to approximately 12 mil- 
lion between 1933 and 1943, according 
to a Twentieth Century Fund survey. 
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Your future 


may owe a lot 
to this man | 


eae 


H. has certainly done a number of other busi- 
nessmen some very good turns. Such as the yearly sav- 
ing of over $37,000 reported by one medium-sized 
manufacturing concern after following his advice to in- 
stall a complete National Industrial Accounting System. 
Or the 41% reduction in the cost of payroll production 
enjoyed by another concern—with a direct, overall cash 
saving of about $25,000 yearly. A saving which, in less 
than a year, more than paid for the National System he 
recommended. 

This helpful man is your local National Cash Register 
Company’s representative, and a good man to know in 
these days of widely rising operating costs. 

For manufacturers, banks, hotels, transportation com- 
panies, and many others, National Accounting Systems 


have opened the way to important money savings accom- 
panied by greatly improved results in general. And in 
the field of retailing, from the largest stores to the small- 
est, National Cash Registers provide the accepted 
method of recording transactions and controlling store 
operation. 

The size or nature of your business does not matter. 
Wherever money is handled or records kept, there is a 
chance for National to suggest new and better systems 
that will reduce accounting costs and increase profits. 
Your National representative will be glad to give you 
the benefit of his wide experience in solving business 
problems. Give him a call—or write The National Cash 
Register Company, Dayton 9, Ohio. Offices in princi- 
pal cities. 


Making business easier for the American businessman 
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Personal Notes About Controllers 


* 








Mr. Carlos F. Noyes, retired former comp- 
troller of the Baldwin Locomotive Works, 
Philadelphia, and a member of the Control- 
lers Institute of America, has been elected a 
member of the company’s board of directors 
and its executive committee. 


Mr. Oscar N. Lindahl, vice-president of the 
Carnegie-Illinois Steel Corporation, Pittsburgh, 
has been named chairman of the Pittsburgh 
Chamber of Commerce Committee for the 
Free Enterprise Institute, which is sponsored 
jointly by the Chamber of Commerce and the 
University of Pittsburgh. Mr. Lindahl, who is 
a past president of the Controllers Institute 
of America, is now serving as chairman of its 
Committee on Federal Taxation. 


Mr. F. E. Wood, formerly auditor of Na- 
tional Brass Company, Grand Rapids, Michi- 
gan, and a member of the Controllers Insti- 
tute of America since January, 1946, recently 
became connected with the Allen-Bradley Com- 
pany, Milwaukee, Wisconsin, in the capacity 
of assistant comptroller. 


Mr. H. Edmund Olson, financial vice presi- 
dent of the Columbia Gas and Electirc Corpo- 
ration, New York City, was elected a director 
of the corporation in July. Holder of member- 
ship certificate 84 in the Controllers Institute 
of America, by virtue of election in March, 
1932, Mr. Olson became affiliated with Colum- 
bia Electric Corporation in 1928. He is also a 
director of the Columbia Engineering Corpora- 
tion, the Ohio Fuel Gas Company, the Manu- 
facturers Light and Heat Company and United 
Fuel Gas Company. 


Mr. Walter P. Marshall has been appointed 
vice president in charge of the contract depart- 
ment of Western Union Telegraph Company, 
New York City. A member of the Controllers 
Institute, Mr. Marshal] succeeds Mr. William 
C. Titley who retired August 1. 


Mr. A. W. Rahde, comptroller of Western 
Union Telegraph Company was recently elected 
vice president and comptroller. Mr. Rahde is a 
member of the Controllers Institute of America. 


Mr. Howard S. Jacobsen is now serving as 
treasurer of Royal Palm Furniture Factories, 
Inc., Miami, Florida, having joined the com- 
pany as controller in March of this year. Pre- 
viously Mr. Jacobsen held the position of con- 
troller of Native Laces and Textiles, Inc., New 
York. 


Mr. Carl A. Samuelson, a member of the 
Controllers Institute of America, is now afhli- 
ated with National Lock Company, Rockford, 
Illinois, as controller. Mr. Samuelson formerly 
served as controller of John Sexton and Com- 
pany, Chicago. 


Election of Mr. Walter S. Corrie as treasurer 
of National Gypsum Company, Buffalo, was 
announced recently by president M. H. Baker. 
A member of the Controllers Institute of 
America, and a charter member of the Buffalo 
Control, Mr. Corrie came to National Gypsum 
from the Beaver Board Company in 1928. He 
was made auditor, then assistant treasurer, and 
finally controller. During the period of World 
War II, Mr. Corrie served as controller of the 
Bluebonnet ordnance plant in Texas, which 
was operated through a management contract 
by National Gypsum Company. After V-J Day, 
he was made manager of the plant. 





Mr. Frank L. Uhling, president of the Cin- 
cinnati Control, has resigned his post as con- 
troller of Victor Electric Products, Inc., Cin- 
cinnati, and is now affiliated with Uhling, 
Lauer, and Associates, Cincinnati. 


Mr. Donald S. Grubbs is now associated 
with United-Rexall Drug Company, Los An- 
geles. Mr. Grubbs, who is a member of the 
Controllers Institute of America, previously 
served as treasurer of Luscombe Airplane Cor- 
poration, Dallas, Texas. 


Mr. Herbert S. Boring, formerly comptrol- 
ler of the Van Der Horst Corporation of 
America, Cleveland, has been named comp- 
troller of Portsmouth Steel Corporation, Ports- 
mouth, Ohio. Mr. Boring has been a member 
of the Controllers Institute of America since 
May, 1945. 


Mr. Wallace L. Davis was recently appointed 
assistant to vice-president and treasurer A. D. 
Root, of Pennsylvania Power and Light Com- 
pany, Allentown, Pennsylvania. A member of 
Controllers Institute and holder of its mem- 
bership certificate 159, Mr. Davis previously 
held the position of auditor. 


Mr. Rudolph Epstein, a member of the 
Controllers Institute of America, has been ap- 
pointed controller and assistant treasurer of 
Ajax Building and Road Materials Corpora- 
tion, Yonkers, as well as the Terry Brick 
Corporation, Yonkers; the Kingston Brick 
Corporation, Kingston, New York; the Yonk- 
ers Building Material Corporation, Yonkers; 
and Moodna Sand and Stone Corporation, 
Newburgh, New York. Mr. Epstein will con- 
tinue his association with the Eureka Ship- 
building Corporation of Newburgh, New 
York, as treasurer. 


Mr. Edward G. Williams, who started with 
American Type Founders, Inc., as its comp- 
troller, has been elected president of the firm, 
which manufactures printing presses, type, 
and other printers’ equipment. A member of the 
Controllers Institute of America, Mr. Wil- 
liams had been executive vice-president of the 
company since 1939 and president of an asso- 
ciate company, American Type Founders Sales 
Corporation, since 1945. Before joining ATF, 
Mr. Williams was comptroller of Remington 
Typewriter Company, Ilion, New York, and 
comptroller of Remington-Rand, Inc., at Buf- 
falo and New York City. 

Also elected to new posts in the ATF or- 
ganization were two other members of The 
Institute, Mr. Paul M. Dollard and Mr. Brad- 
ford T. Blauvelt. 

Mr. Dollard, who has been comptroller of 
American Type Founders, Inc., since 1944, was 
elected vice-president and treasurer of a re- 
cently formed top holding company for the 
various firms in the ATF group—ATF Incor- 
porated. Before joining the organization he 
was executive vice-president of Adel Precision 
Products Company, Burbank, California. 

Mr. Blauvelt, who has been comptroller of 
American Type Founders Sales Corporation 
since 1945, continues in that post and, in ad- 
dition, has been elected comptroller of Ameri- 
can Type Founders, Inc. He joined ATF in its 
accounting department in 1933 and became 
chief accountant in 1937. Born in New York 
City, he was formerly with United Color and 
Pigment Company. 





PETER GUY EVANS 


Appointed Member of Excess Profits Tax 
Council 


Controllers noted with interest that the 
make up of the Excess Profits Tax Council, 
recently announced by Commissioner of In- 
ternal Revenue Joseph D. Nunan, Jr., includes 
Mr. Peter Guy Evans, a member of the Con- 
trollers Institute of America. Mr. Evans was 
elected to membership on August 28, 1942, 
when he was serving as controller of National 
Starch Products, Inc., of New York City. He 
received an A.B. degree from Columbia Col- 
lege in 1931, and an M.S. degree from the 
School of Business of Columbia University in 
1932, prior to graduating from St. Johns Uni- 
versity School of Law in 1937 with an LLB. 
degree. 

A certified public accountant in both New 
Jersey and New York, he has done much teach- 
ing and writing, largely on tax subjects, hav- 
ing served on the faculties of Rutgers Uni- 
versity, Columbia University, and the Gradu- 
ate School of Business Administration of New 
York University. Mr. Evans has been writing 
a monthly tax column in ‘‘Trusts and Estates,” 
of which he is also the tax editor. He is a 
member of many accounting, legal, and pr0- 
fessional organizations. 





OBITUARY 














FRANK F. ACKER 


Funeral services for Frank F. Acker, comp- 
troller of Electric Storage Battery Company, 
Philadelphia, were held on July 8, with burial 
in Westminster Cemetery. Mr. Acker, who 
served with the battery company for forty 
years, died on July 4 after a brief illness. He 
was a member of the Controllers Institute 0 
America, having been elected to membership 
in Januafy, 1943. Mr. Acker is survived by 
his wife, Mrs. Nancy B. Acker; a son, F 
Fawkner Acker, Jr.; a daughter, Mrs. Chandler 
Gillespie, and a sister, Mrs. Archibald M. 
Fanning. 
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DIRECTORS 


EDWIN M. ALLEN 
Chairman, Mathieson 
Alkali Works, Inc. 

EDWIN J. BEINECKE 
Chairman, The Sperry & 
Hutchinson Co. 

EDGAR S. BLOOM 
Chairman, Atlantic, Gulf and 
West Indies Steamship Lines 

ALVIN G. BRUSH 
Chairman, American Home 
Products Corporation 

LOU R. CRANDALL 
President, George A. 
Fuller Company 

CHARLES A. DANA 
President, Spicer 
Manufacturing Corp. 

HORACE C. FLANIGAN 
Vice-President 

JOHN M. FRANKLIN 
President, United States 
Lines Company 

CHARLES FROEB 
Chairman, Lincoln 
Savings Bank 

PAOLINO GERLI 
President, 

La France Industries, Inc. 

HARVEY D. GIBSON 
President 


JOHN L. JOHNSTON 
President, Lambert Company 


OSWALD L. JOHNSTON 
Simpson Thacher & 
Bartlett 

KENNETH F. MacLELLAN 
President, United Biscuit 
Company of America 

SAMUEL McROBERTS 
New York City 


JOHN T. MADDEN 
President, Emigrant 
Industrial Savings Bank 

JOHN P. MAGUIRE 
President, John P. 
Maguire & Co., Inc. 

C. R. PALMER 
President, Cluett 
Peabody & Co., Inc. 

GEORGE J. PATTERSON 
President, Scranton & 
Lehigh Coal Co. 

HAROLD C. RICHARD 
New York City 


HAROLD V. SMITH 
President, Home 
Insurance Co. 

ERNEST STAUFFEN 
Chairman, Trust Committee 

GUY W. VAUGHAN 
President, Curtiss-Wright 
Corporation 

HENRY C. VON ELM 
Vice-Chairman of the Board 


ALBERT N. WILLIAMS 


President, Westinghouse 
Air Brake Company 





MANUFACTURERS 
TRUST COMPANY 





Condensed Statement of Condition as at close of business 
June 30, 1946 





RESOURCES 





Cash and Due from Banks - « « § 500938700637 
U. S. Government Securities . . . 1,360,049,029.81 
U. S. Government Insured F. H. A. 

Mortgages... Sy 3,927,687.45 
State and Municipal Bonds fared ees 15,436,239.09 
Stock of Federal Reserve Bank . . 2,475,000.00 
Other Securities . . ag 19,964,927.00 
Loans, Bills Purchased wel Bankers’ 

pn es ha a ae ee eee 490,061,485.44. 
SEE SESE LA Daa tie? 10,564,179.30 
Banking Houses... a 0 11,462,030.67 
Other Real Estate Ssities Bee a 305,780.51 
Customers’ Liability for Acceptances. 7,408,873.50 
Accrued Interest and Other Resources 6,932,439.69 

$2,489,524,759.33 


LIABILITIES 


Capital . . . . $41,250,000.00 
er eee 41,250,000.00 
Undivided Profits . 33,604,839.50 $ 116,104,839.50 





Reserve for Contingencies . . . 9,476,214.52 
Reserves for Taxes, 
Unearned Discount, Interest, etc. . 10,309,418.74 


Dividend Payable July 1,1946 . . 1,237,498.20 
Outstanding Acceptances . . . . 8,508,737.64 
Liability as Endorser on Acceptances 

and Foreign Bille . ... =. 331,025.12 


Deposite . « « « « © « « 2,948,557 M256) 





$2,489,524,759.33 


United States Government securities carried at $272,989,542.48 are pledged to 
secure U. S. Government War Loan Deposits of $241,461,153.23 and other public 
funds and trust deposits, and for other purposes as required or permitted by law. 


Principal Office: 55 Broad Street, New York City 
7i BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 










































































































































Officers and Directors 


CONTROLLERS INSTITUTE 
OF AMERICA 


President 
EpwIn E. MCCONNELL 
Norton Company, Worcester, Massa- 
chusetts. 
Vice-Presidents 
WALTER L. EGGERT 
Moore Business Forms, Inc., 
Manifolding Book Division, Emery- 
ville, California. 
CHRISTIAN E. JARCHOW 
International Harvester Company, Chi- 
cago 
DANIEL H. SCHULTZ 
Leeds & Northrup Company, Philadel- 
phia 
DaNiEL M. SHEEHAN 
Monsanto Chemical Company, St. Louis 
KrLty Y. SIDDALL 
The Procter & Gamble Company, Cin- 
cinnati 
Treasurer 


| O. W. BREWER 


American Gas Association, New York 
City 
Assistant Treasurer 
I.. W. JAEGER 


Clark-Babbitt Industries, Inc., New 
York City 
Managing Director 
ArtHuR R. TUCKER 
Directors 
(In addition to the President and five Vice- 


Presidents) 


IE. A. BERRY 
The Koppers Company, Pittsburgh 
GeorGE I. BRIGDEN 
St. Joseph Lead Co., New York City 
HERBERT P. BUETOW 
Minnesota Mining & Manufacturing 
Company, St. Paul, Minnesota 
ARCHER E. CHURCH 
Weekly Publications, Inc—‘News- 
week,” New York City 
STANLEY W. DuHIG 
Shell Union Oil Corporation, New York 
City 
Frep F. Hoyt 
Carrier Corporation, Syracuse, New York 
ALLEN U. HUNT 
Jewel Tea Company, Barrington, Illinois 
RAYMOND P. KAESSHAEFER 
American Water Works and Electric 
Company, Inc., New York City 
NoEL E. KEELER 
Sylvania Electric Products, Inc., New 
York City 
HoMER E. LuDWICK 
Firestone Tire & Rubber Company, Los 
Angeles 
CHARLES B. LUNSFORD 
The Equitable Life Assurance Society 
of the United States, New York City 
NorMAN R. OLLEY 
The R. T. French Company, Rochester, 
New York 
CHARLES A. PACKARD 
Worthington Pump and Machinery Cor- 
poration, Harrison, New Jersey 
THomaS J. TOBIN 
Erie Railroad Company, Cleveland 


OtrmarR A. WALDOow 
National Bank of Detroit, Detroit 


Pacific | 
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Depressions Hit High and Low Incomes 
More Than Intermediate, Study Finds 


Family incomes in the very low and very 
high income groups tend to suffer more than 
the intermediate brackets during major depres- 
sions, according to Changes in Income Distribu- 
tion During the Great Depression, a study pub- 
lished by the National Bureau of Economic Re- 
search. At the same time, there is a tendency 
for income inequalities in general to increase 
as a depression deepens, except at the very top 
of the income scale. In periods of business ex- 
pansion, the trend apparently is reversed, on 
the basis of such partial evidence as is available. 

The new volume, the work of Horst Mender- 
shausen, member of the faculty of Bennington 
College, is based mostly on the Financial Sur- 
vey of Urban Housing made by the Department 
of Commerce in 1934 as a Civil Works Admin- 
istration project. Data as to family income in 
1929 and in 1933 were collected by this survey 
from over 300,000 families in 33 medium and 
large-size cities, income being reported for both 
1929 and 1933 for more than 200,000 identical 
families. A basic table shows, for each of 33 
cities, the particular income group in 1929 and 
1933 into which each of these 200,000-odd fam- 
ilies fell. 

The tendency for the incomes of upper- 
bracket families to be particularly hard hit by 
depressions apparently reflects the special 
character of the income of those in the high- 
est brackets. 

The top incomes are derived, the report 
shows, far more than those immediately be- 
neath, from property. Such incomes, especially 
when in the form of dividends and capital 
gains, fluctuates much more severely with 
changing business conditions than the salaries 
upon which other high-income families depend. 
Consequently, the topmost incomes tend to fall 
more during depressions than those of the 
groups immediately beneath, thus reducing the 
gap between the two. ' 

The increased inequality during depressions 
of incomes in the lower groups and the par- 
ticular severity of the income decline in the 
very lowest appear to have three causes. 

In the first place, there is ordinarily a very 
sharp income gap between those receiving even 


Lend-Lease Books 
Are Closed 


The United States has closed the 
books on more than $33,300,000,000 of 
lend-lease, over two-thirds of all that 
shipped, a survey disclosed today. 

For the materials and equipment val- 
ued at $33,307,760,000, the United 
States has received about $900,000,000 
in payments or promises of payments, 
and $7,002,886,000 in reciprocal aid. 

Countries with whom settlement have 
been arranged are Great Britain, larg- 
est recipient of lend-lease aid; France, 
third largest; Turkey, India and Aus- 
tralia. 

Russia, second largest recipient with 
$11,141,470,000, has not yet agreed to 
confer to wind up her accounts. Rus- 
sian reverse lend-lease came to only $2,- 
213,000. The State Department is try- 
ing to persuade the Soviets to combine 
lend-lease negotiations with loan talks. 

The other principal countries with 
whom no settlements are yet in sight 
are China, Brazil and the Netherlands. 


the lowest pay and the unemployed who ¢. 
ceive nothing at all. The passing of many 
families across the line into the latter group 
thus accentuates income inequalities in times 
of depression. 

In the second place, both unemployment and 
reduced pay rates are likely to fall less heavily 
upon the upper strata of the working classes 
than on the lower, unskilled segment. The up- 
per group tends to be composed of skilled o; 
supervisory labor. Such workers, in the words 
of the study, “are ‘fixed assets’ to their em. 
ployers, since their presence is necessary even 
for below-capacity production and they cap. 
not be replaced as easily as unskilled workers, 
Therefore, skilled and supervisory workers ate 
more firmly attached to their employers and 
retain their jobs longer than the unskilled, It 
seems probable that the incidence of unem. 
ployment varies inversely with the level of skill 
and income of the working group and its rank 
in the production hierarchy.” 

Finally, the relatively’ indispensable high. 
pay workers are usually better able to ward of 
pay cuts, especially since they tend to be more 
strongly organized. 

As between home-owners and tenants, there 
seems to be a definite tendency for owner in- 
comes to drop in times of depression at a 
slightly higher rate than those of tenants. 


INTER-CiTy DISPARITIES 


Among the 33 cities covered by the study, 
the general income level declined during the 
1929-33 period at rates ranging from 24 per 
cent. for Richmond, Virginia, to 51 per cent. 
for Racine, Wisconsin. The average decrease 
was 37 per cent. 

As between individual cities, those marked 
by higher average incomes tended to have 
smaller income decreases than the less pros- 
perous, the depression thus apparently having 
had the effect of accentuating inter-city dis- 
parities. 

The report shows that the families that be 
longed to any particular income bracket at the 
beginning of the depression fared differently 
during its course. The receipts of some de- 
clined by a large percentage, those of others 
rather little, those of still others actually in- 
creased. 

“Heterogeneity,” the wide range in 1933 of 
the various incomes whose recipients had made 
up a single income group in 1929, was pal- 
ticularly pronounced in the bottom and top 
income brackets; individual family incomes 
in the intermediate groups apparently con- 
formed a good deal more closely to the aver 
age pattern of income change during those 
years. 

The relative position of different recipients 
shifted considerably during the period. In most 
cities 10 to 15 per cent. of the families that 
were included in the lower half of the income 
recipients in 1929 were in the upper half in 
1933. Corresponding percentages passed from 
the upper to the lower half. 

Dr. Mendershausen’s investigation is pub 
lished by the National Bureau of Economic 
Research as a report in the series of studies 
in income and wealth. 


* * * 


Nationally, the peak of revenue from 
state gasoline taxes was collected in 1941 
when receipts totalled more than $1 
billion. The wartime low in collections 
was in 1943 when state revenue from this 
source dropped to $719,200,000. 
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Controllers: Plan Attendance Now! 


Fifteen th Anniversary 
ANNUAL MEETING 


of the 








Controllers Institute of America 
Under the Auspices of the New York City Control 


at the 


Hotel Commodore - New York 


SEPTEMBER 15-18 


Among the subjects to be discussed are the Future 
Program of Federal Taxation... Section 722 and 
Tax Relief Problems ... Issues in Social Security 
and Unemployment Compensation . . . Controllers’ 
Reports to Top Management ... Property Account- 
ing and Depreciation Considerations... Manage- 
ment Policies ... Pension, Profit-Sharing and Bonus 
Plans 
PLUS 

Industry Conferences ... Special Luncheons... 
The 15th Anniversary Banquet and The Institute’s 


Commemorative Dinner 


Hotel and Travel Reservations Should Be Arranged NOW! 
SII II AI III II III AAAI AAA AAAI AAA ASA AAA ASDA AAA SOK 
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INSTITUTE ACTIVITIES 








Special Committee Is Named on West 
Coast Control Relations 


Appointment of a Committee on Coordina- 
tion and Closer Relations between Pacific Coast 
Controls and National Headquarters of The 
Institute was announced at the Pacific Coast 
Conference of Controllers, in San Francisco on 
June 8, by The Institute’s national president, 
E. E. McConnell, controller of Norton Com- 
pany, Worcester, Massachusetts. This commit- 
tee, under the chairmanship of Walter L. Eg- 
gert, a vice-president of The Institute, includes 
Homer E. Ludwick, representing the Los An- 
geles Control; John R. McKee, San Francisco 
Control; E. E. Ullrey and R. H. Spear, Port- 
land Control; and R. P. Steen, Seattle Con- 
trol. A meeting of the committee’s members 
and President McConnell was scheduled during 
the period of the Conference. 


Louisville Members Boast 
Attendance Records 


An excellent attendance record on the part 
of a large number of members of the Louis- 
ville Control is indicated in statistics developed 
by the Control secretary of 1945-1946, Mr. 
William B. Harrell of the Louisville Tin and 
Stove Company. 

Beginning with the September, 1943, meet- 
ing, the following men have an attendance per- 
centage ranging from approximately 80 per 
cent. to the top figure, which is held by Mr. 
Harrell, of 96.5 per cent.: 

R. Ben Shaver, W. R. Creal, H. O. Hincks, 


G. Stuart Bruder, W. H. MacLean, John R. 
Sanderlin, Arthur W. Huff, M. M. Johnson. 


Portland Lists Program Subjects 


A full schedule of meetings has been devel- 
oped and released to the members of the Port- 
land Control by R. H. Spear, Gunderson 
Brothers Engineering Corporation, who is vice- 
president of the Control and chairman of the 
Program Committee. Among the subjects, 
which it is hoped to consider during the Con- 
trol’s forthcoming year, are the following: 
credit problems, insurance revaluation, indus- 
trial appraisals, depreciation, multiple manage- 
ment, guaranteed annual wage, taxation, per- 
sonnel relations. The year’s program is sched- 
uled to close with the annual outing. 


G. A. O’Brien Is Worcester Chairman 


At the June meeting of the Worcester area 
members of the Boston Control, Gordon A. 
O’Brien, of the Worcester Telegram, Worces- 
ter, Massachusetts, was elected chairman for 
the coming year, succeeding Richard C. Steele, 
of the Worcester Telegram. A round table 
meeting of the Worcester group was held July 
12 at the Wachusetts Country Club. 


Houston Control Develops Program 


A special meeting of the Houston Control 
was held July 23 at the Houston Country Club 
for a discussion of next year’s program and 
for the appointment of committees. 































NOTHING PERTINENT OMITTED FROM 
YEAR BOOK 


“Thank you very much for my copy of the 
1946 Year Book. You are to be congratulated 
on your choice of material and the excellent 
manner in which it is presented. Certainly 
nothing pertinent to the function and operation 
of the National Office and the various Controls 
has been overlooked.” 

R. S. Coons 
Interstate Bakeries Corporation 
Kansas City, Missouri 


APPRECIATES FEATURES ADDED IN LATEST 
YEAR BOOK 

“The 1946 Year Book was received some 
weeks ago. The first opportunity I had to read 
through it was this week. The added feature to 
the Year Book “Flash Backs of 1945’s Out. 
standing Controllership Problems,” beginning 
on page 86, is a welcome review as are the 
feature articles published in “The Controller’ 
during 1945. 

“Mr. Daniel J. Hennessy in his article on 
‘The Controllership Foundation; Its Aspira 
tions and Its Policies’ has presented to the 
membership an outline of the value the Con. 
trollership Foundation will add to the service 
of the Institute. Congratulations on a job well 
done.” 

THoMAS L. EvANS 

Weston Electrical Instrument Corporation 

Newark, New Jersey 












---READS TIME CARDS LIKE MAGIC! 


@ Simple and Easy to Use 
@ Speeds Up Clerical Detail 
© Guards Operating Costs 


uth a new 





PFREELAND ff 


elapred. time calculator 






Easy as dialling a simple phone number, even an inexperienced worker can now QUICKLY and ACCURATELY 
transpose time and job card readings into ACTUAL ELAPSED TIME! 
This new Time Calculator comes up with one COMPLETE total of actual time worked, regardless of how many 
times a card may be punched “In” or “Out” during the shift. Completely eliminates all mental additions, subtrac- 
tions or carryovers. Automatic stops insure correct computations. Don’t confuse with ordinary slide rules—no fum- 
bling to match up segments—no incomplete totals. It’s fast and accurate! 
Freeland Time Calculators are now standard timekeeping equipment with hundreds of prominent Business 
Firms from coast to coast. Large New York Corporation recently installed twenty-two. Regardless of size or type of 
your Business, this new Elapsed Time Calculator will pay for its modest cost almost at once and will continue to 
save time and money for you indefinitely. 
Write for detailed folder—or order direct from Factory Stock. Price each, only $25.00 prepaid. Available in 
quarter or tenth hour units, 12 or 24 hour clock. Immediate shipment. 


FREELAND PAYROLL CALCULATORS, 317 E 4th St., Los Angeles 13, California 
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called for and delivered! 








W: HAVE a highly specialized group of payroll 
personnel who will turn out your work. 


They will provide you with all your payroll 
work and related tax data. ‘They will do it for you 
economically, too. 


They will do all your payroll operations, com- 
puting, listing, etc. mechanically—on modern, high 
speed punch card equipment. 


What Payroll Service Includes 


Checks ready for your signature . . . Complete 
Payroll Registers . . . Quarterly Employee Earn- 
ings Statements . Labor Distribution Sched- 
ules... W-2 Forms . . . Lists of Employee De- 
ductions—and all the other reports you may re- 
quire! And all work is double-checked by bank 
standards. 


Ours is a confidential service. We have been in 
business since the turn of the century, servicing 
many of America’s top firms. 


Many companies find it economical to use this 
service—especially firms located in or near cities 
where there are Recording and Statistical offices. 


Free Booklet 


Address a note to us today and ask for the in- 
formative booklet, “Payroll Service,” that will an- 
swer your questions concerning this wonderful 
service. 


TABULATING AND 
CALCULATING SERVICES 


We are completely staffed to compute, analyze and 
compile all types of accounting and statistical re- 
ports for you. Here are some current assignments: 


Retroactive Pay-Increase Calculations - Traffic Stud- 
ies - Sales Analyses - Inventories : Personnel Statis- 
tics - Price Studies + Public Utilities Bill & Rate 
Analyses. 


Let us offer suggestions, and quote on your work. 


Recording and Statistical Corporation 
CHICAGO - BOSTON - DETROIT - MONTREAL - TORONTO 
102 Maiden Lane, New York 5, N. Y. 





Atlanta Control 

President, B. P. Izarp, Southern Bell Tele- 
phone and Telegraph Company. 

Vice-President, ROWLAND BryYCE, The Geor- 
gia Marble Company, Tate, Georgia. 

Secretary-Treasurer, J. P. STEELE, JR., Jacobs 
Pharmacy Company, Inc. 

Directors, F. C. Hitt, Southern Wood Pre- 
serving Company; RAYMOND A. SPITLER, Pied- 
mont Hotel Company; GorDON B. SCHAEFER, 
Southeastern Pipe Line Company; E. S. Wor- 
THINGTON, Wofford Oil Company. 


Baltimore Control 


President, CHARLES W. BuRTON, JR., An- 
chor Post Products, Inc. 

Vice-President, JOHN E. TELLMEN, Koppers 
Company, Bartlett Hayward Division. 

Secretary-Treasurer, MORGAN R. SCHERMER- 
HORN, JR., The Glenn L. Martin Company. 

Directors, FRANK C. V. HorLEBEIN, The 
United States Printing & Lithograph Co.; 
HAMILTON SHEA, The Emerson Drug Com- 
pany of Baltimore City; WILLIAM M. MorGan, 
The Baugh Chemical Company; JoHN M. 
Busn, Stewart & Co., Inc.; CLINTON C. EMICH, 
Riggs Distler & Company; BRooKE E. Furr, 
McCormick & Co., Inc. 


Birmingham Control 

President, RAYMOND BEENY, The Alabama 
Gas Company. 

‘ Vice-President, CLARENCE L. Darby, Bir- 
mingham Paper Company, Inc. 

Secretary-Treasurer, RICHARD H. CHILDERS, 
Moore-Handley Hardware Company. 

Directors, The officers and: H. GorDON 
CALDER, Southern Natural Gas Company; 
JouN Pues Ley, Tennessee Coal, Iron and Rail- 
road Company. 


Boston Control 


President, STUART D. MAcLAREN, Hey- 
wood-Wakefield Company, Gardner, Massachu- 
setts. 

First Vice-President, RICHARD 
Gillette Safety Razor Company. 

Second Vice-President, ROBERT N. WALLIS, 
Dennison Manufacturing Company, Framing- 
ham, Massachusetts. 

Secretary, ALVIN F. LUNDBERG, United-Carr 
Fastener Corporation, Cambridge, Massachu- 
setts. 

Treasurer, Victor A. Davis, Shrewsbury, 
Massachusetts. 

Directors, STANLEY F. CHITTICK, Simonds 
Saw & Steel Company; THOMAS A. DUNBAR, 
Boston Elevated Railway Company; SACKET 
R. DuryYEE, Wyman-Gordon Company; EveEr- 
ETT H. Hicks, Norton Company; GEorGE R. 
Onopy, Naumkeag Steam Cotton Company; 
FREDERICK L. PatToN, Cambridge Rubber 
Company; NorMAN B. WHITTIER, John Han- 
cock Mutual Life Insurance Co. 


N. RiGBy, 


Bridgeport Control 

President, Epwarp A. WALL, Winchester 
Repeating Arms Company, Division of West- 
ern Cartridge Company, New Haven, Connecti- 
cut. 

Vice-President, SAMUEL BooTH, The Bryant 
Electric Company, Bridgeport, Connecticut. 

Secretary-Treasurer, EDWARD T. McCartTuy, 
The Casco Products Corporation, Bridgeport 
2, Connecticut. 





Officers and Directors Elected by 
Controls for 1946-1947 


Directors, CHARLES L. JOHNSON, Hat Cor- 
poration of America; ROBERT BROWN, The 
Berger Brothers Company; GEorGE L. Topp, 
The Bullard Company; GEorGeE H. MASLEN, 
American Chain & Cable Company, Inc.; AR- 
THUR CLIFFORD, The A. W. Burritt Company; 
WALTER Betz, The Continental Can Com- 
pany; FRANK V. BIGELOW, Malleable Iron 
Fittings Company. 


Buffalo Control 

President, JAMES G. GIBSON, Chevrolet Mo- 
tor and Axle—Division of General Motors 
Corporation. 

Vice-President, CLAUDE O. RAINEY, Trico 
Products Corporation. 

Secretary, JAMES E. MCMULLEN, The Car- 
borundum Company, Niagara Falls, New 
York. 

Treasurer, ELMER W. MUNSELL, Flint & 
Kent. 

Directors, THomMAsS L, Evans, J. N. Adam 
& Company; L. CLAYTON VALLIER, Buflovak 
Equipment Division of Blaw-Knox Company; 
WaLTER H. WINTER, The Symington-Gould 
Corporation. 





Local President's Picture 
In September 


Supplementing the complete lists of 
officers and directors of local Con- 
trols of The Institute, in this issue, 
there will be published in the Septem- 
ber number, commemorating the 15th 
Anniversary of The Institute, two pages 
of pictures of current local Control 
presidents, in addition to several other | 
timely and pertinent features. 











Chattanooga Control 


President, M. W. Morris, E-Z Mills, Inc., 
Cartersville, Georgia. 

Vice-President, CORNELIUS BOLEN, Con- 
verse Bridge & Steel Company, Chattanooga 4, 
Tennessee. 

Secretary-Treasurer, C. C. Lay, The Whe- 
land Company, Chattanooga 2, Tennessee. 

Directors, HENRY C. ARNOLD, Cavalier Cor- 
poration; WARREN A. JEFFORDS, American 
Lava Corporation; and the officers. 


Chicago Control 


President, THOMAS W. BRYANT, Wilson & 
Company, Inc. 

Vice-President, THOMAS P. CarRLEy, Reli- 
ance Manufacturing Company. 

Secretary, JOHN W. D. Wricut, Interna- 
tional Harvester Company. 

Treasurer, FREDERICK C. MESSENGER, Mer- 
chandise National Bank. 

Directors, O. W. AnL, Hibbard, Spencer, 
Bartlett & Co.; JOHN D. ANDERSON, Marshall 
Field & Company; WILLIAM D. Epwarps, A. 
B. Dick Company; WALTER H. HALLERBERG, 
Master Specialties Company; GLENN Moore, 
Automatic Canteen Company of America; 
GorpDon B. ROCKAFELLOW, Great Lakes Car- 
bon Corporation; GRANT E. CHESSMAN, Elgin, 
Joliet and Eastern Railway Company; FRANK 
L. GriFFITH, The Peoples Gas Light & Coke 


476 






Company; IRVING H. JOHNSON, American. 
Marietta Company; J. B. LANTERMAN, Ameri. 
can Steel Foundries; NELSON L. McCutty 
Bauer & Black; C. Z. MEYER, The First Ng. 
tional Bank of Chicago. 


Cincinnati Control 

President, FRANK L. UHLING, Uhling, Lauer 
and Associates. 

Vice-President, Ray L. MEDLER, The Trail. 
mobile Company. 

Secretary, WALTER A. SMITH, JR., The Cros. 
ley Corporation. 

Treasurer, PERRY A. WHITE, General Ma. 
chinery Corporation, Hamilton, Ohio. 

Directors, MAURICE LINDQUIST, Kroger Gro- 
cery & Baking Company; NorMan Kunz, 
Crosley Motors, Inc.; R. W. SANDBURG, The 
Andrew Jergens Company; Howarp Kipp, The 
Lockwood Manufacturing Company; C. K. 
McCRracKEN, The Procter & Gamble Company, 


Cleveland Control 


President, Putte W. Scott, The Bryant 
Heater Company. 

Vice-President, JOHN W. Dixon, The Cleve. 
land Graphite Bronze Company. 

Secretary, J. P. CARPENTER, The Cleveland 
Union Stock Yards Company. 

Treasurer, H. J. ENSIGN, Willard Storage 
Battery Company. 

Assistant Secretary, GEORGE C. Houck, Har- 
ris-Seybold-Potter Company. 

Directors, GEORGE A. Cuppy, The Di-Noc 
Manufacturing Company; FRANK T. HuMs- 
TON, JR., The Brush Beryllium Company; 
R. C. HuELSMAN, Central National Bank of 
Cleveland; W. C. MILLER, Industrial Rayon 
Corporation; RALPH H. Situ, The Cleveland 
Electric Illuminating Company; LLEWELYN 
REESE, The Sherwin-Williams Co.; M. E. 
PricE, Thompson Products, Inc. 


Dallas Control 

President and Director, E. CLYDE SEYMOUR, 
Magnolia Petroleum Company. 

1st Vice-President and Director, L. G. Wil 
LIAMS, Trinity Portland Cement Company. 

2nd Vice-President and Director, Curtis lL. 
WALKER, Mrs. Baird’s Bakery, Fort Worth, 
Texas. 

Secretary-Treasurer and Director, A. D. Hat 
DER, Southwestern Life Insurance Company. 

Directors, HENRY S. KoegpcKe, Henry S. 
Koepcke Company; J. A. Goopson, Hunt Oil 
Company; FeLtix H. Tucker, Conro Manv- 
facturing Co. 


Dayton Control 


President, L. P. DABROWSKI, McCall Corpo- 
ration. 

Vice-President, E. W. WeEsTON, Weston Pa- 
per & Manufacturing Company. 

Secretary-Treasurer, L. J. ERTEL. 

Directors, R. H. B. ApAms, City Railway 
Company; R. E. HogrFiin, Waco Aircraft 
Company; JosEPH A. MCKENNEY, American 
Envelope Company; E. F. CAMPBELL, yt 
Fyter Company; WARREN WEBSTER, Joytt 
Cridland Company; R. F. WuisLer, Sheffield 
Corporation. 


Detroit Control 


President, V. D. HANNA, Wolverine Tubé 
Division of Calumet and Hecla Mining Co. 
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Vice-President, J. H. BARRETT, The Murray 
Corporation of America. 

Secretary-Treasurer, ALVIN Kropr, R. L. 

Company. 

ers, 0. J. GuRWELL, Thompson Prod- 
ucts, Inc.; A. I. HAWKINS, The Timken-Detroit 
Axle Co.; K. B. Coates, Great Lakes Steel 
Corporation; GEORGE W. Troost, Chrysler 
Corporation ; R. A. Yoprr, Detroit Steel Cor- 

ration; L. M. ELtiotr, McCord Corporation; 
L, J. SORENSEN, The Standard Products Com- 
pany. 

District of Columbia Control 

President, J. E. HeBERLE, Capital Transit 

any. 
Or resident, HENRY W. HeERzoG, The 
George Washington University. 

Secretary, CHARLES L. Carr, Potomac Elec- 
tric Power Company. 

Treasurer, H. R. BARBEE, Federal Storage 
Company. 

Directors, MILTON A. Bartow, Hot 
Shoppes, Inc.; WALTER L. Brauer, U. S. 
News Publishing Corporation; P. L. Hock- 
man, O'Sullivan Rubber Corporation; ROBERT 
J. GARNER, Engineering and Research Corpo- 
ration. 

Hartford Control 

President, HENRY D. Fow er, The Fuller 
Brush Company. 

First Vice-President, THEODORE L. CHAM- 
pEAU, Hartford-Empire Company. 

Second Vice-President, EUGENE P. BorKow- 
ski, North & Judd Manufacturing Company, 
New Britain, Connecticut. 

Secretary, Lewis H. GRAHAM, The Fuller 
Brush Company. 

Treasurer, GORDON F. GILMORE, The Whit- 
ney Chain & Mfg. Co. 

Directors, ROBERT ATHEARN (3 year term), 
The Jacobs Manufacturing Company; SHIRLEY 
H. KimMENS (3 year term), The Billings and 
Spencer Company; WILLIAM MaGowaNn (2 
year term), The Ensign-Bickford Company; 
NATHAN A. BECKWITH (1 year term), The 
Holo-Krome Screw Corporation; CHARLES 
Lorp (1 year term), The William L. Gilbert 
Clock Corporation. 

Continuing Directors, ERNEST J. MEUTEN 
(2 year term), Pratt & Whitney Division of 
Niles-Bement-Pond Company; LEE R. ABER- 
CROMBIE (1 year term), Hartford Accident & 
Indemnity Company. . 


Houston Control 


President, S. G. Loy, Humble Pipe Line 
Company. 

Vice-President, E. C. BREEDING, The Texas 
Company. 

Vice-President, KARL W. CooKE, Southland 
Paper Mills, Inc., Lufkin, Texas. 
Secretary-Treasurer, D. R. Boos, Standard 
Oil Company of Texas. 

Directors, U. D. PorTER, Levy Bros. Dry 
Goods Company; W. W. BLAND, McDaniel & 
Plummer Interests; W. V. VAUGHN, Henke & 
Pillot, Inc.; H. L. SmirH, Standard Oil Com- 
pany of Texas; W. M. MErRRIT, Todd-Houston 
Shipbuilding Co.; W. M. REYNOLDS, Hughes 
Tool Company; H. R. BROwN, Uvalde Rock 
Asphalt Co. 


Indianapolis Control 
President, BERNARD C. SCHAEFER, Advance 
Paint Company. 
Vice-President, DALE R. Hopces, Diamond 
Chain & Maufacturing Company. 
Secretary, Howard E. LOHMANN, Ayrshire 
Patoka Collieries Corporation. 
Treasurer, RUSSELL L. SHOWALTER, Delco 
Radio Division, General Motors Corporation, 
Kokomo, Indiana. 
Directors, Ortis T. FitzwaTER, Indianapolis 
Power & Light Company; RoBERT E. Lay, 
Cummins Engine Company, Inc.; J. KURT 








Mauprpt, The Indiana National Bank; HORACE 
T. MATHEWS, The Wilkinson Company, Inc.; 
JOHN H. Nacte, Muehlhausen Spring Corpo- 
ration; O. J. Norris, Ross Gear and Tool 
Company; HERBERT H. WINKLER, Haag Drug 
Co., Inc. 


Kansas City Control 

President, R. S. Coons, Interstate Bakeries 
Corporation. 

Vice-President, Morris A. Cox, William 
Volker & Company of Missouri, Inc. 

Treasurer, LEROY JOHN, Kansas City Whole- 
sale Grocery Company. 

Secretary, R. G. Warinc, Butler Manufac- 
turing Company. 

Directors, In addition to the officers, who are 
also Directors: R. A. KROENERT, Great Lakes 
Pipe Line Company; A. W. Hair, Socony- 
Vacuum Oil Company, Incorporated; ARTHUR 
H. Cros, Standard Steel Works; JoHN M. 
PopKEss, City Bond & Mortgage Company. 


Los Angeles Control 

President, DupLeY E. BRrowNe, Lockheed 
Aircraft Corporation, Factory A—P. O. Box 
71, Burbank, California. 

Vice-President, ROLLIN E. EcKE, Farmers 
Automobile Inter-Insurance Exchange, Los 
Angeles, California. 

Vice-President, DwiGHtT A. Moore, Los An- 
geles Turf Club, Inc., Arcadia, California. 

Secretary-Treasurer, ROGER W. LEASON, 
Emsco Derrick & Equipment Company, Los 
Angeles, California. 

Directors, RoBERT E. KinG, Los Angeles 
Turf Club, Inc.; Louris C. HAGEMAN, The Luer 
Packing Company; WILLARD D. MorGAN, The 
Garrett Corporation. 


Louisville Control 
President, W. R. CREAL, Turner Day and 
Woolworth Handle Company. 
Vice-President, W. B. HarrELL, Louisville 
Tin and Stove Company. 
Vice-President, BEN R. SHAVER, American 
Air Filter Company, Inc. 
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Secretary, A. W. Hurr, B. F. Avery & Sons 
Company, Inc. 

Treasurer, M. M. JOHNSON, Brown-Forman 
Distillers Corporation. 

Directors, JOHN SANDERLIN, Brown-Forman 
Distillers Corporation; R. J. LANDOLT, Tube 
Turns—The Girdler Corporation; W. R. Hays, 
Courier-Journal and Louisville Times Co., Inc. 


Milwaukee Control 


President, ALFRED F. KESSLER, Chain Belt 
Company. 

Vice-President, R. L. BISCHOFF, Kearney & 
Trecker Corporation. 

Secretary-Treasurer, CHESTER W. FOSTER, 
Nordberg Manufacturing Co. ; 

Directors, CLARENCE LICHTFELDT, First 
National Bank; L. M. La PorTE, Wisconsin 
Electric Power Co.; R. P. SCHWALBACH, Wad- 
hams Oil Company; A. W. Storms, Aluminum 
Goods Manufacturing Co. 


New Orleans Control 


President, J. F. MCDoNaLp, D. H. Holmes 
Company, Ltd. 

Vice-President, C. P. BINNINGS, H. G. Hill 
Stores, Inc. 

Secretary-Treasurer, A. A. ROBBERT, SR., 
C. T. Patterson Company, Inc. 

Directors, T. A. HamBy, American Creosote 
Works, Inc.; E. E. MEREDITH, The Item Com- 
pany, Inc.; W. A. Rowk, The Delta Shipbuild- 
ing Company, Inc.; S. M. SMALLPAGE, New 
Orleans Public Service, Int.; J. M. STONNELL, 
Copolymer Corporation; W. P. SticH, The 
Leon Godchaux Clothing Company, Ltd. 


New York City Control 


President, NICHOLAS P. DussINGER, General 
Baking Company. 

Vice-President, ARTHUR L. BOSCHEN, Vick 
Chemical Company. 

Vice-President, JOHN D. GRAYSON, Hazel- 
tine Electronics Corporation. 

Treasurer, NELSON T. HAMPSON, Lowe Pa- 
per Company, Ridgefield, New Jersey. 
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Secretary, THEODORE F. GLOISTEN, The 
American Home Magazine Corporation. 

Directors, HERBERT P. Brown, National 
Dairy Products Corporation; E. A. CLANCY, 
New York Central System; LestER W. FIELD, 
Willcox & Gibbs Sewing Machine Company; 
ARTHUR C. HARRAGIN, Lone Star Cement Cor- 
poration; WILLIAM A. JACKSON, Standard Oil 
Company (New Jersey) ; RoBERT L. MACKEN- 
ziE, E. R. Squibb & Sons; KENNETH C. RICH- 
MOND, Abraham & Straus, Inc.; BERNARD S. 
RopEy, Jr., Consolidated Edison Company of 
New York, Inc.; J. E. Savacoot, Mack 
Trucks, Inc.; ROBERT A. SEIDEL, W. T. Grant 
Company; ARTHUR SURCAMP, United States 
Rubber Company; GEORGE O. SwEZzEY, Nes- 
tle’s Milk Products, Inc.; CHARLES W. 
Tucker, Childs Company; WILLIAM J. War- 
DELL, American Can Company; NorMAN L. 
Wirt, Angostura-Wuppermann Corporation. 


Philadelphia Control 
President, J. NORVELLE WALKER, Royal Oil 
& Gas Corporation. 
Vice-President, A. L. FowLer, Day & Zim- 
merman, Inc. 





JOHN R. 
BLADES 


Insurance 
Adviser 


Insurance affairs of busi- 
ness concerns or trusts 
surveyed. 


Self-insurance plans ex- 
amined or designed. 


Advice on special insur- 
ance problems. 


Annual consulting service. 


Fee Basis 
No Insurance Sold 


50 CHURCH STREET 
NEW YORK 7, N. Y. 


Established 20 Years 
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Secretary, ALEXANDER MACGILLIvRAY, Radio 
Corporation of America, Camden, New Jersey. 

Treasurer, EDwARD L. Fortin, Selas Corpo- 
ration of America. 

Directors, HOLDEN V. ARNAIZ, Hutchinson, 
Rivinus & Co.; RAYMOND F. BRADSHAW, South 
Chester Tube Co.; JoHN T. Dever, Villanova 
College; RopertT G. DUNLOP, Sun Oil Com- 
pany; FRANKLIN R. EHMANN, The Hellwig 
Dyeing Corporation; F. A. GREENWwoop, In- 
terstate Hosiery Mills, Inc.; C. J. KUSHELL, 
Jr., DeLaval Steam Turbine Co.; FRANK E. 
MICHEL, United Parcel Service of Pennsylvania; 
F. G. Roperts, SKF Industries, Inc.; HuGH J. 
Warp, The Pennsylvania Railroad Co.; 
CHARLES H. YARDLEY, The Penn Mutual Life 
Insurance Company. 


Pittsburgh Control 

President, JOHN V. Bowser, The Westing- 
house Air Brake Company, Wilmerding, Penn- 
sylvania. 

Vice-President, PAUL E. SHROADS, National 
Steel Corporation, Pittsburgh, Pennsylvania. 

Secretary, WiLLt1AM F. Dickson, United 
States Steel Corporation. 

Treasurer, WILLIAM E. SCHEIBLER, The 
Union Trust Company of Pittsburgh. 

Directors, JOHN L. Aucn, Pittsburgh Coal 
Company; J. H. Carson, Pittsburgh Steel 
Company; W. H. Dupka, Jones & Laughlin 
Steel Corporation; C. A. Hitt, Dravo Corpora- 
tion; M. L. JARBoE, Hood Chemical Company; 
ROLF GriEM, A. M. Byers Company; M. D. 
WELLs, Carnegie-Illinois Steel Corporation; 
E. J. HANLEY, Allegheny Ludlum Steel Corpo- 
ration; C. R. Fay, Pittsburgh Plate Glass Com- 
pany. 

Portland Control 

President, FRANK RosTEDT, Willamette Hy- 
ster Company. 

Vice-President, R. H. SPEAR, Gunderson 
Bros. Engineering Corporation. 

Secretary-Treasurer, VERN THOMAS, Port- 
land Traction Company. 

Directors, MICHAEL GUDMAN, Columbia 
River Packers Association, Inc.; HeNry H. 
Wap, Northwestern Ice & Cold Storage Com- 
pany; HuGH J. WALKER, The United States 
National Bank of Portland (Oregon); E. E. 
ULLREY, Willamette Iron and Steel Corpora- 
tion. 

Quad-Cities Control 


President, E. B. OyAas, Curtis Companies, 
Clinton, Iowa. 

Vice-President, J. H. BAETHKE, The Boss 
Manufacturing Co., Kewanee, Illinois. 

Secretary, J. ARTHUR THOMPSON, Eclipse 
Lumber Co., Clinton, Iowa. 

Treasurer, C. W. Otro, Clinton Industries, 
Clinton, Iowa. 

Directors, The Officers; and STUART B. MiL- 
LER, French & Hecht, Inc., Davenport, Iowa. 


Rochester Control 

President, W.L. JoRDAN, Rochester Products 
Division—General Motors Corporation. 

Vice-President, H. S. KUHNS, The Haloid 
Company. 

Vice-President, B. J. Bartz, Ritter Dental 
Manufacturing Company, Inc. 

Treasurer, H. L. ECKHARDT, The Pfaudler 
Company. 

Secretary, D. E. DAMOND, Veteran Foods, 
Inc. 

Directors, W. W. HETZEL, Stromberg-Carl- 
son Company; W. C. Hussgy, Levy Bros. & 
Adler Rochester, Inc.; H. A. KeTcHuM, F. A. 
Smith Mfg. Co., Inc.; T. J. McCarrick, East- 
man Kodak Company; L. R. Moore, E. I. du 
Pont de Nemours & Company, Inc.; R. N. 
PEcK, Tobin Packing Co., Inc. 


St. Louis Control 


President, CLARENCE V. BuRNS, American 
Zinc, Lead and Smelting Company. 








1st Vice-President, ROBERT O. Monnic, In- 
ternational Shoe Company. 

2nd Vice-President, JOSEPH C. HUEHN, Nj. 
tional Bearing Division, American Brake Shoe 
Company. 

Secretary-Treasurer, WILLIAM AITKEN, Fil. 
staff Brewing Corporation. 

Directors, The Officers and: Epwin J. Cun. 
NINGHAM, Monsanto Chemical Company: 
JoHN R. LyMaN, Fouke Fur Company; Wy, 
LIAM L. MEYER, Gaylord Container Corpora. 
tion; C. DONALD PEET, Missouri Pacific Rail. 
road Company; PRESTON E. Pitts, Cupples 
Company; A. H. SCHETTLER, Union Electric 
Company of Missouri. 


San Francisco Control 


President, Guy P. Jones, Consolidated 
Chemical Industries, Inc. 

Vice-President, WILLIAM T. WERSCHKULL 
The San Francisco Bank. f 

Secretary, RALPH WAMSER, Cosgrove & 
Company, Inc. 

Treasurer, LLoyp R. BOLING, Oliver United 
Filters, Oakland, California. 

Directors, F. W. TEASDEL, Key System; C. 
Bruce Fuick, Pacific Portland Cement Com. 
pany; M. M. Wottz, Coast Manufacturing 
and Supply Company; Grorce L. Harping 
Pacific Telephone and Telegraph Company. 


i] 


Seattle Control 


President, J. H. CLAwSsoNn, Puget Sound 
Power & Light Company. 

First Vice-President, C. H. Gorvon, Seattle- 
First National Bank. 

Second Vice-President, GORDON R. BINc 
HAM, Northern Life Insurance Company. 

Secretary-Treasurer, C. H. CANDEE, Trade- 
well Stores, Inc. 

Directors, FRED L. CLEARMAN, Weyerhaeu- 
ser Timber Company; RALPH B. Bus, Ameti- 
can Mail Line, Ltd.; R. A. MAcDonatLp, Na- 
tional Bank of Washington; RussELt T. 
Mowry, Lake Washington Shipyards; R. P. 
STEEN, Seattle Trust & Savings Bank. 


Springfield Control 

President, CARROLL A. DoLan, Pro-phy-lac 
tic Brush Company, Florence, Massachusetts. 

Vice-President, JACKSON R. HOLDEN, Ameti- 
can Bosch Corporation, Springfield 7, Massa- 
chusetts. 

Secretary-Treasurer, J. A. CHADBOURNE, 
Old Colony Envelope Company, Westfield, 
Massachusetts. 

Directors, M. F. PETERSON, United States 
Envelope Company; FRANK S. HatTcu, Moore 
Drop Forging Company. 


Syracuse Control 

President, FRANCIS E. Doonan, Hall & 
McChesney, Inc. 

First Vice-President, PAuL B. MurPHY, 
Central New York Power Corporation. 

Second Vice-President, JOHN R. TUTTLE, 
Crouse-Hinds Company. 

Secretary-Treasurer, GEORGE J. BAUMER, 
Muench-Kreuzer Candle Co., Inc. 

Directors, FrED F. Hoyt, Carrier Corpora 
tion; JAMES N. McComs, Goulds Pumps, Inc.; 
JouN S. Occ, Lipe-Rollway Corporation; ED- 
WARD J. WHALEN, Smith-Lee Co., Inc.; FRAN- 
cis D. WEEKs, Lamson Corporation; ARNOLD 
E. Woonton, New Process Gear Corporation; 
Joun K. Hitt, The Norwich Pharmacal Com- 
pany. 

Toledo Control 

President, J. B. FENNER, Electric Auto-Lite 
Company. 

Vice-President, E. P. Hires, Surface Com- 
bustion Corporation. : 

Secretary-Treasurer, J. V. Britt, Unitcast 
Corporation. 

Directors, C. C. Bower, The Ransom & 
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Randolph Company ; H. M. Brown, The To- 
edo Steel Products Company; L. L. Hawk, 
The Aro Equipment Corporation; F. S. SLick, 
The Ohio Oil Company; E. L. Stewart, San- 
dusky Foundry & Machine Co.; W. Watson, 
The Commerce Guardian Bank; W. F. Wess, 
Textileather Corporation. 


Twin Cities Control 
President, P. H. WERNICKE, Minneapolis- 
Honeywell Regulator Company, Minneapolis, 


Minnesota. 

First Vice-President, R. H. Doz, The Em- 
porium of St. Paul, Inc., St. Paul, Minnesota. 

Second Vice-President, A. E. AHLBERG, 
North Western-Hanna Fuel Company, St. Paul 
4, Minnesota. 

Secretary-Treasurer, S. L. ANGLE, Minne- 
spolisMoline Power Implement Company, 
Minneapolis, Minnesota. 

Directors, E. G. KELLETT, Northern States 
Power Company; J. F. DoNAHOE, Carnegie 
Dock & Fuel Company; D. W. PETERSON, 


American business, exclusive of agri- 
culture, planned to spend about $2,400,- 
000,000 for new plant and equipment 
during the second quarter of 1946, ac- 
cording to the quarterly survey made 
public jointly on June 24 by the Securities 
and Exchange Commission and the De- 
partment of Commerce. 

This compares with $2,100,000,000 
in both the first quarter of 1946 and the 
last quarter of 1945. Since the beginning 
of 1945 there has been a steady increase 
in such expenditures, with estimated out- 
lays in the second quarter of 1946 more 





Minneapolis Gas Light Company; R. A. Kort- 
MANN, Northwest Publication, Inc.; L. E. FEt- 
TON, Minnesota Valley Canning Company; 
*J. A. TAUER, Great Northern Railway Com- 
pany; H. E. NELSON, General Timber Service, 
Inc. 

* (will also act as assistant secretary ) 


Western Michigan Control 
President, PETER KROMMANN, Holland-Ra- 
cine Shoes, Inc., Holland, Michigan. 
Vice-President, G. D. AsBott, Muskegon 
Piston Ring Co., Sparta, Michigan. 
Vice-President, R. L. Carson, American 
Seating Company, Grand Rapids, Michigan. 


Secretary, WALTER W. WENNERSTROM, 
Grand Rapids Plaster Co., Grand Rapids, 
Michigan. 


Treasurer, W. F. WINTERHALTER, Globe 
Knitting Works, Grand Rapids, Michigan. 

Directors, The above officers and T. R. MIN- 
SHULL, E. H. Sheldon & Co.; C. G. PHELPs, 
Wolverine Brass Works. 


Plant Expenditures Show Steady Increase 


It is possible from the survey to com- 
pare actual expenditures on new plant and 
equipment with those that had been 
previously anticipated by the companies. 
During the fourth quarter of 1945 in- 
dustry made larger capital outlays than 
hed been planned, with actual expendi- 
tures on new plant and equipment averag- 
ing 10 per cent higher than the amount 
anticipated. This probably reflects a shift 
of expenditures that had been planned 
for the third quarter of 1945 but did not 
eventuate at that time. 

Expenditures on new plant and equip- 


EXPENDITURES ON NEW PLANT AND EQUIPMENT BY U. S. BUSINESS 
(Millions of Dollars) 


1940 1945 1946 














1939 1941 - 

Mar.-June 

Jan.-April 
Manufacturing and mining ......... $2,310 $3,050 $4,090 $3,520 $1,330 $1,430 
No 6 a asd vig wigs Kae WE ess 280 440 560 580 150 210 
Electric and gas utilities .......... 460 640 800 520 170 220 
Commercial and miscellaneous ..... 2,130 2,360 2,840 1,170 470 530 

ER ES Rete img a re rarer $5,180 


$6,480 $8,290 $5,790 $2,120 $2,390 














than twice those in the first quarter of 
1945, 

The survey indicates that anticipated 
expenditures on new plant and equipment 
in the first and second quarters of 1946, 
estimated at $2,100,000,000 and $2,400,- 
000,000, respectively, were considerably 
higher than the actual quarterly expendi- 
tures in the first part of 1945. This in- 
crease reflects the accumulation of civilian 
demands for new plant and equipment 
and the lifting of controls and gradual 
casing of materials resulting from the 
end of the war. 

If the anticipated expenditures actually 
eventuate, expenditures on new plant and 
equipment in the second quarter of this 
year would be at a higher annual rate than 
the peak year of 1941. Of course this 
comparison does not take into account 
imcreases in prices since 1941. 
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ment by manufacturing and mining 
companies in the second quarter of 1946 
are estimated at $1,400,000,000, about 
60 per cent of the total amount for all 
industry. Of this sum, manufacturing 
alone accounts for $1,300,000,000. 


Social Security Analyzed 


How Social Security will affect em- 
ployer, employe, and the general public 
is considered in “What Will Social Se- 
curity Mean to You?,” published by the 
American Institute for Economic Re- 


search, 54 Dunster Street, Harvard 


Square, Cambridge, Massachusetts. The 
pamphlet is available from the publisher 
at $1.00 per copy. In the light of current 
reconsideration and post extension of the 
Social Security Benefits, the booklet, first 
published in 1943, should prove of inter- 
est. 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of Di- 
rectors held June 28, 1946, the applicants 
named below were elected to active member- 
ship in The Institute: 


JOHN E. CARROLL 
The Louisville 
ville, Kentucky 

RAYMOND P. DENNETT 
Kraft Foods Company, Chicago 

F. J. DoNAGHY 
The Duriron Company, Inc., Dayton, Ohio 

RoBERT S. HALL 
Jefferson Island Salt Company, Louisville, 
Kentucky 

THomas F. HAWKINS 
Nachman Corporation, Chicago 

GuRNEY M. HIcks 
Hamilton National Bank, Chattanooga, Ten- 
nessee 

L. C. HORNER 
The Visking Corporation, Chicago 

JOHN O. LATTA 
Franklin County Coal Corporation, Chicago 

JoHN A. LAWLER 
The Bell Telephone Company of Pennsyl- 
vania, Philadelphia 

RONALD L. McVEy 
Tennessee Gas and Transmission Company, 
Houston, Texas 

GEoRGE H. MALLATRATT 
Moss Stores, Inc., San Francisco 

EDWIN F. MANSKE 
Rahr Malting Company, Manitowoc, Wis- 
consin 

PauL A. MARTIN 
The Johnston Tin Foil & Metal Company, 
St. Louis 

W. WALLACE MARTIN 
The Westinghouse Air 
Wilmerding, Pennsylvania 

Cart B. Myers 
Tennessee Gas and Transmission Company, 
Houston, Texas 


Railway Company, Louis- 


Brake Company, 





Election of the 18 new 
members named above 
brings the membership 
of The Institute to 

2,850 








CHART-FACTS 
EXECUTIVE SERVICE 


An authoritative impartial analysis 
of your current financial data pre- 
senting in chart form the pertinent 
trends; and relationships of your 
company and industry. 

A personal service designed to 
give management graphic finger-tip 
facts on matters ‘of current interest. 


CHART-FACTS 


177 Broadway New York 7 
Whitehall 4-7050 








ELroy L. SANDBERG 
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Fallacies and Facts of Pension 
and Profit-Sharing Plans 


“There are a great many fallacious ideas in 
the minds of employers with reference to 
Pension and Profit-Sharing Plans.” These were 
the opening remarks of Meyer M. Goldstein, 
Director of the Pension Planning Company of 
New York City, at the First Chartered Life 
Underwriter Institute held at the University of 
Connecticut recently. 

Among the fallacious impressions held by 
many employers, all of which Mr. Goldstein 
controverted with facts, were: 


1. Should we have a pension plan? 

a. We can get along without a pension plan. 

b. We should pay pensions out of payroll 
on a pay-as-you-go basis. 

c. Our turn-over is so high that we can't 
afford a pension plan. 

d. We can’t undertake a fixed commitment. 

e. We cannot finance the accrued liability for 
past service. 


2. What benefits should be included? 


We must have liberal death and severance 
benefits in our pension plan. 


3. Which employees should be entitled to 
participate in our pension plan? 

a. Our pension plan should be confined to 
those earning over $3,000 per year. 

b. Social Security takes care of those who 
earn below $3,000 per year. 


4. How should our Pension Plan be funded? 
There is only one good funding method. 


5. Should we amend our present pension plan? 


a. Half a loaf is better than none. 

b. A pension of 25 per cent. of average pay 
is enough. 

c. Nobody should have a pension of more 
than $3,000 a year. 

d. Social Security takes care of the lower 
paid employees. 

e. A money purchase plan is better than a 
definite benefit plan. 

f. Early retirement benefits are sufficient to 
take care of disabled employees. 

g. We cannot afford the cost of an adequate 
pension plan. 


6. Should we have a profit-sharing plan? 

a. A deferred-distribution profit-sharing plan 
is a substitute for an immediate-distribution 
profit-sharing plan. 

b. A deferred-distribution profit-sharing plan 


is a substitute for a pension plan. 

c. A deferred-distribution profit-sharing plan 
can provide more benefits to employees than a 
pension plan. 

d. A deferred-distribution profit-sharing plan 
should precede a pension plan. 


7. Should we amend our present deferred. 
distribution profit-sharing plan? 


Our deferred-distribution profit-sharing plan 
should be continued. 


8. What should be our investment policy? 


Our employee fund should be invested jg 
common stock of our company. 


9. What is the role of a consultant? 
Employers do not need a consultant. 


Progress in Annual Reports 
of Corporations Noted 


The greatest progress yet in a single year in 
corporation reporting is revealed in the An- 
nual Survey of Annual Reports for 1945 just 
completed by Weston Smith, business editor of 
“Financial World.” Over 3,000 reports were 
submitted this year in the largest competition 
ever conducted, and of these 1,500 booklets 
selected for the initial judging, 581 reports, or 
38 per cent. have qualified as “modern” and 
will receive the ‘Highest Merit Award’’ cita- 
tion, while 457 reports, or 34 per cent., are 
rated as “improved’’ and will be awarded 
‘Honorable Mention” certificates. A year ago 
30 per cent. of the annual reports surveyed 
were judged as “modern,” and this compares 
with only 6 per cent. of the 1940 reports. 

Mr. Smith announced that the annual re 
ports of over 200 corporations have been added 
to the list of those receiving a top rating this 
year, and these together with the reports that 
have continued in the “Merit Award’’ division 
will now go to the Independent Board of 
Judges for their selection of the “best” in 
each of 80 industrial classifications, as well as 
for the ‘Best of All Industry” award. 

Dr. Lewis Haney, professor of economics of 
New York University, will again be chair- 
man of the Board of Judges; assisted by C. 
Norman Stabler, financial editor of the “New 
York Herald-Tribune’’; Glenn Griswold, edi- 
tor of ‘Public Relations News’ and Sylvia 
Porter, financial editor of the ‘New York 
Post.” Lester Tichy replaces Norman Bel 
Geddes as the judge of art, format and typog- 
raphy. 

The findings of the Independent Board will be 
made early in October at which time the “Os 
car of Industry” trophies will be awarded to 
the corporations achieving excellence in their 
industries. At the same time Mr. Tichy will 
announce the selection of the best cover dé 
signs of the 1945 annual reports. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 








H. CHARLES KWASHA 


Consulting Actuary 


Employee “Pension “Plans 
50 Broad St. New York 4, N. Y. 











APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPAM 


6 CHURCH ST. smants 
CHICAGO 
NEW YORK Bie? 


BOSTON 
PHILADELPHIA 
PITTSBURGH 

















